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CLIMBING ‘TO SUCCESS WITH 
THE MASSACHUSETTS MUTUAL 


oa HE records in our Agency Department tell and retell in actual 
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= One of the oldest Life Insurance Companies in the United States, 
— the Massachusetts Mutual has created throughout the country a 
= personality of strength and friendliness. It is consistently progres- 
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ae sive and is growing rapidly. Its friends are everywhere and are 
pro- ever ready to testify to the faithful and efficien. service that it 
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At the end of 


FIVE YEARS AND EIGHT MONTHS 


This Organization is proud of its personnel of one hundred full time 
Associates from whom have developed 


Five Million Dollar Producers 


(Year Ending July 31st, 1930) 





Philip F. Broughton Donald Russell 


———— 











Walter E. Knowlton Julius Fligelman John H. Brady 


All of whom in company with their next five leading associates are 
attending the International Convention Million Dollar Round Table at 
Toronto. By their example, we feel confident that the number of similar 
productions will increase, and expect that seven of our personnel will 
exceed this mark in 1930 and ten in 1931. 
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American Life Convention Looms Bigger 
"Than Ever At Chicago Meeting 


Legal Section A Convention In Itself 
With 250 Present; New Divisions Add 
Prestige To Organization; Variety and 
Quality Of Program Praised; Investment 
Committee Report Expected To Be Widely 
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WM. MONTGOMERY 


Chicago, Oct. 1—The American Life 
Convention is not only bigger than ever 
in attendance but to all appearances it 
has not stopped growing. It is an or- 
ganization. which is treated with great 
respect and seriousness by the business 
and which is gathering about itself a 
number of subsidiary divisions which 
have to do with different phases of in- 
surance or its administrations that add 
to the size of the crowd which attends 
the convention. 


The newest of the sections, the Finan- 
cial Division, which made such a good 
Start last. year has an unusually good 
program and is a decidedly important 
feature of the convention. The report 
of the committee on investments will be 
quoted in newspapers all over the coun- 
try. 

The Legal Section of the American 
Life Convention ranks with the Associa- 
tion of Life Insurance Counsel. 

The Home Office Management and 
Medical and Agency sections all fur- 
nished interesting papers and discussions. 


May Add Advertising Section 


; Now there is talk among some life 
surance advertising men of pulling 
away from the Insurance Advertising 
Conference and of having a division or 
section for that branch of the business 
activities in the American Life Conven- 
tion. 

At the annual meeting of the Insur- 
ance Advertising Conference which was 
held this week in Milwaukee and which 
was addressed by President C. W. Gold, 
there was also reference to the Ameri- 
can Life Convention by William J. Gra- 
ham, vice-president of the Equitable So- 


Used and Quoted. 


By Clarence Axman 





The New President 























ciety who praised very highly the edu- 
cational features of the American Life 
Convention, commenting on the variety 
and quality of its program. 


Legal Section in Beautiful Setting 


The American Life Convention opened 
as usual with a two days’ legal section 
conference. The attendance was the 
largest in the history of the section as 
there were two hundred and fifty pres- 
ent. These sessions were held in the 
tower of the Stevens Hotel, and many 
went to the window to look at the lake 
below, the picture being one of rare 
beauty. 

The lake presented a real Riviera scene 
the color scheme of which was blue and 
the public buildings on the lake front 


- including the Stadium, Field’s Museum 


and the new partially built structures of 


COL. CHARLES B. ROBBINS 











the coming World’s Fair to be held in 


Chicago added to the interest of the 
sight. 
Feel Turn for Better Is Near 

The general feeling of the members of 
the convention as they gathered at the 
legal section was one of optimism. It is 
true that some companies have had losses 
in investments and there was the ‘usual 
talk of policy loans and lapsation which 
one hears wherever company executives 
gather together, but the consensus of 
opinion was that the country is taking 
a turn in a brighter direction. 

At the Legal Section there was con- 
siderable discussion of the Schropschire 
case, the recent decision of the Texas 
Supreme Court. 

This case holds that an acceleration 
provision making all of the interest on 
a mortgage loan due upon a default of 
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Blank & Stoller 
WILLIAM BROSMITH 


some of the interest causes a mortgage 
to be usurious and permits a mortgagor 
to sue the company for the amount 
of the interest he has paid under such 
“usury” contract. 

Large amounts of mortgages are in- 
volved, many of which are held by life 
insurance companies. The validity of the 
mortgage is not affected, but the inter- 
est is apt to be lost and a recovery had 
for a similar amount. 


Dinner at Country Club 

Last night the convention went out 
to a country club for dinner and the 
rhain convention convened today on the 
third floor of the hotel which was filled 
completely. 

Major Roger B. Hull, manager and 
general counsel of the National Asso- 
ciation of Life Underwriters, here from 
Toronto where the associations of the 
United States and Canada had their very 
successful international life underwriters’ 
convention, addressed the gathering. 


Insurance Men on Hearst Committee 


Among the insurance men who wer¢ 
invited to be members of the monster 
special committee of reception which Chi- 
cago is giving for William Randolph 
Hearst on October 9 are some of those 
attending the American Life Convention. 

The reception is to be held at the Chi- 
cago Stadium as a testimonial to Hearst, 
he being the city’s guest for a day. There 
is to be a parade of 5,000 automobiles, 
bands and other demonstrations. 

Charles H. Burras, former president 
of the National Association of Casualty 
& Surety Agents, has organized the in- 
surance participation along with E.''M. 
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Ackerman, secretary of the Illinois In- 
surance Federation. More than three 
hundred insurance men have already ac- 
cepted invitations to serve on the com- 
mittee. 

The American Life Convention’s Legal 
Section elected as its new chairman 
Frank W. Wozencraft, who is associate 
general counsel of the Southland Life 
of Dallas. Mr. Wozencraft was mayor 
of Dallas when he was twenty-six years 
old. 

A graduate of the University of Texas, 
he went into the army, served nine 
months across seas and was captain of 
infantry when he left the service. The 


Democratic and the Non-Partisan Citi- 
zens’ Association unanimously nominat- 
ed him for mayor. He was offered an- 
other nomination at the conclusion of 
his term, but declined. Leaving public 
office he became a lawyer and the Ameri- 


“can Life of Dallas made him counsel. 


Later, the American Life was purchased 
by the Southland Life. Mr. Wozen- 
craft was a delegate at the Democratic 
convention at Madison Square Garden 
where the Alabama delegation started 
every ballot with “Twenty-four votes for 
Underwood.” He was also a Presiden- 
tial elector when Wilson was elected the 
second time. 





Insurance Trust Agreements Topic 
Of Discussion At Legal Section 


Enormous Growth of Insurance Trusts Makes Procedure of 
Great Importance; Recent Studies Made on Company 
Practice; Requiring Copies of Trust Agreement; B. P. 
Sears Starts Discussion; Comments by C. H. Vorhees, 
D. W. Simms, R. F. Baird and Others 


Chicago, Oct. 1.—Insurance < trust 
agreements came in for discussion at the 
Legal Section of the American Life Con- 
vention, the talks when typewritten tak- 
ing up twenty-two pages. Various prom- 
inent figures in the meeting told the 
practices of their companies. 


The discussion was started by Bur- 
ton P. Sears, general counsel, National 
Life of U. S., who said that the growth 
of insurance trusts during recent years 
was enormous. He began by telling of 
the studies on the subject made by Guy 
EB. Horton, attorney, National Life of 
Vermont, and John Hanna of Columbia 
Law School. He did not think the dan- 
gers of trustee designations were as 
great as predicted by Mr. Horton. Mr. 
Sears told of the investigation by the 
Association of Life Insurance Counsel 
which sent a questionnaire to all mem- 
bers to get a bird’s-eye view of company 
practices. 

Eighty-one companies answered this 
questionnaire. Twenty-seven of those 
companies answered saying that they re- 
quired a copy of the trust agreement or 
parts thereof affecting life insurance pol- 
icies at the time the policy is made: pay- 
able to trustee or before permitting any 
subsequent dealing with the policy. Thir- 
ty-six companies said they made no such 
requirements. Two companies not re- 
quiring copy of trust agreement to be 
filed in the first instance insist upon a 
statement by the trustee. Out of the 
eighty-one companies thirty-four in 
making beneficiary designation said they 
identify the trust agreement by date 
and/or name of maker. Thirty-one com- 
panies make no reference to the’ trust 
agreement but simply use the word “trus- 
tee” they said in the Life Counsel ques- 
tionnaire. 


No Loss from Trust Cases 


Mr. Sears said: “I know of no re- 
ported or unreported cases where an‘ in- 
surance company has sustained any loss 
by reason: of any alleged oversight or 
omission in connection with its dealings 
with a policy under an insurance trust.” 


In discussing his own ideas on the sub- 
ject he said: 

“My own idea is that trustees under 
life insurance trusts are usually respon- 
sible; they are usually banks or trust 
companies. This being true, the pre- 
sumption is that a responsible trustee 
will not attempt to deal with a life in- 
surance policy under an insurance trust 
in any wise contrary to the terms of the 
trust agreement, and an insurer can, 
with reasonable certainty, rely upon any 
statement provided by such trustee with- 
out the necessity of calling for a copy 
of the trust agreement itself for inspec- 
tion. 

“I further feel that if through change 
of beneficiary a trustee is designated and 
the very same instrument which is filed 
with the company designating such trus- 
tee as beneficiary, also reserves to the 
insured the right to again change the 


beneficiary or to surrender the policy . 


or to make loans thereon without the 
consent of such trustee, that the com- 
pany would be justified in acting in ac- 
cordance therewith, even“ if the trust 
agreement itself, executed prior to the 
change of beneficiary to the trustee, 
contained express provisions to the con- 
trary.” 


Requiring Trust Agreements 


Claude H. Vorhees, general counsel, 
Connecticut’ General, answered the fol- 
lowing question: “Do you require that 
copy of the trust agreement be filed with 
you at the time the policy is made pay- 
able to the trusteé?” 

His answer follows: “We do not de- 
mand it absolutely but we urge our agents 
to supply us with a copy and we get re- 
sults in 99% of the cases because we 
make it perfectly clear to them that we 
are not dogmatic but are working for 
him and his client and we do not have 
any trouble in getting trust agreements 
in nearly every case.” 

Dan W. Simms, general counsel, Lafay- 
ette Life, Lafayette, Ind., said in part: 

“I have a fear that the more you learn 
about a trust which the lawyer of the 


insurance or the lawyer of the trust 
company created, the more familiar you 
become with it, the more liable you are 
to assume a burden which is going to 
lead you astray and get you into trou- 
ble.” 


. Exercising Options with Trusts 

R. F. Baird, general counsel, Lincoln 
National Life, Fort Wayne, Ind., said 
in part: “I think you are straying far 
if you delve into the law questions that 
are involved. We do riot require a copy 
of the trust agreement to be submitted 
to the company at the time of the is- 
suance of the policy. We would not is- 
sue a policy if we knew no trust agree- 
ment in fact existed. We permit noth- 
ing to be done under the policy after 
issuance without submission of the trust 
agreement for examination by our de- 
partment. We will not: permit a loan nor 
permit the insured to exercise any of 
the options of the policy as it would 
seem that the rights of a beneficiary 
trustee under.a policy are no greater or 
no less than any other beneficiary.” 

Frank W. McAllister, general counsel, 
Kansas City Life, said in part: “I do 
not see that a beneficiary designated as 
a trustee would have any greater rights 
than any other beneficiary. I know that 
our policies give the insured the right 
to exercise these options without the 
consent of his beneficiary.” 

Edward B. Raub, general counsel, In- 
dianapolis Life; J. P. Lorentzen, assis- 
tant counsel, Bankers of Iowa; W. Cal- 
vin Wells, general counsel, Lamar Life; 
C. Petrus Peterson, general counsel, 


Bankers of Nebraska; and William Mc- 
Kinley, Old Colony Life, also spoke. 

Mr. Peterson said that he did not think 
it any affair of the company when the 
trustee is designated as the beneficiary 
what the terms of the trust may be. He 
said in part: 

“The company cannot rest on the 
proposition that a trust agreement 
executed last year and filed with 
the company has not been modified since 
that time and would be required in any 
event to get the information down to 
date when subsequent dealings are had 
so that the whole issue hinges on the 
implied knowledge carried by the com- 
pany by the name trustee and has been 
suggested that sufficient notice in other 
dealings to carry the information and 
put it on-paper. We sustain a more sa- 
cred obligation than the ordinary busi- 
ness transaction. I have no idea that 
insurance companies will be relieved. of 
the duty of inquiring whether other busi- 
ness folks are obligated to inquire; on 
the contrary a superior duty rests on us. 
So that when we come to a subsequent 
dealing whether upon change of bene- 
ficiary assignment or any dealing of the 
policy we are then on notice of inquiry 
and ought to be informed. 

“Tt is not sufficient in my judgment 
to have the trustee join’ in that act 
whatever that act may be, policy loan 
or otherwise, since we are concerned not 
with the rights of the trustee but with 
the rights of the beneficiaries of the 
trust, naturally we must have that in- 
formation at the time in this specific 
instance.” 





Expediting Policy Issue Featured At 
Home Office Management Sessions 


Speeding Up Issuance of Policies a Lively Topic; How Some 
Companies Improve Service; Lost Policy Procedure 
Studied; Saving Company Examination Expense; R. C. 
Neuendorffer Chairman and J. C. Higdon Secretary 


Chicago, Oct. 1—The problem of expe- 
diting the issuance of policies by the 
home office, lost policy procedure, con- 
trol of home office expenditures, and ed- 
ucational plans for home office employes, 
featured the meeting of the Home Office 
Management Section Wednesday night. 

Officers for the ensuing year were 
elected as follows: R. C. Neuendorffer, 
secretary, Guardian Life, chairman, to 
succeed H. F. Chadeayne, Missouri State 
Life; and J. C. Higdon, secretary and 


actuary, Men’s Assurance, Kansas City, 
elected secretary. 
Policy Issuance Lively Topic 

The livest topic of the evening was 
that of expediting the issuance of poli- 
cies, which was introduced by L. D. Cav- 
anagh, Federal Life of Chicago, who de- 
clared that the most important factor 
was the proper training of the home of- 
fice and agency personnel. He explained 
how his company saves time in cases 
where the inspection is being made by 
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sending the completed policies to the 
agent in sealed envelopes which are not 
to be opened until authorization is sent 
from the home office. 

J. S. Higdon corroborated Cavanagh 
and cited the experience of his office 
where the beginning and quitting times 
of the several departments were stag- 
gered so that there would be no dead 
time waiting for business to get started. 
This included the early arrival of the 
staff which sorted the mail, and the late 
departure of the mailing crew. 

A. J. McAndless, Lincoln National 
Life, said lengthy delays are not due to 
the office routine, but to the inspection 
and underwriting departments. He urged 
that the bulk of the underwriting be 
done by-lay members, who would be 
trained by the medical and actuarial 
staffs, in order to expedite the issuance 
of policies. He.emphasized that such a 
lay staff should include only persons 
having a college education. 


Would Expedite Company Examinations 

Sidney Foster, formerly Royal Union, 
suggested that a uniform method of 
bookkeeping be agreed upon for all life 
insurance companies by the actuaries, 
especially that part of the companies’ rec- 
ords which have to do with the state 
department examinations, with a view to 
expediting the examinations of the com- 
panies. He declared that nothing else 
would reduce the home office expense as 
much as this would. He also declared 
that this would help rid home offices of 
the examiners quickly. 

H. C. Pennicke, manager planning and 
personnel department, American Central 
Life, outlined the budget system used by 
his company, and declared that it had 
contributed much to reducing home office 
expenses. A feature of the system is 
the monthly reports which are sent to 
all department heads by which they can 
learn what progress they are making in 
reducing expenses and keeping within 
their budgets. The system uses the 
punch card tabulating system. 


Discuss Lost Policy Procedure 

Ben S. Graham, vice-president, Brook- 
lyn National Life, in discussing lost pol- 
icy procedure, declared that a question- 
naire sent to over forty companies had 
developed the information that there is 
no standard system, the method depend- 
ing largely upon the individual circum- 
Stances. He found that thirty compa- 
nies required an affidavit of loss, that 
seventeen required a bond and fifteen 
did not; that three required surety com- 
pany bonds, thirteen personal bonds, and 
three allowed the policyholder to choose 
the type of bond. 

Twenty-two companies issued duplicate 
policies and ten did not; six issued 
copies of the original and twenty-seven 
did not. Thirty-two of the companies al- 
lowed full rights on the re-issued poli- 
cies in regard to change of beneficiary, 
and twenty-seven full rights to cash 
values. 

D. Sharpe, secretary-treasurer, Cen- 
tral Life of Kansas City, circularized 
Ninety companies and found that seventy- 
Seven issued duplicates and that eleven 
issued copies of the original policies. His 
Own company issues a policy of the cur- 
rent serial number but cancels the pol- 
icy number for the contract that has 
been lost, thus obviating the possibility 
of a claim on the old certificate. 
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Greetings From Life 


Presidents; | 


Parkinson Urges Cooperation 


Chicago, Oct. 2—The Association of 
Life Insurance Presidents sent a com- 
mittee consisting of Thomas I. Parkin- 
son, president Equitable Society; Brad- 
ford H. Walker, president, Life Insur- 
ance Co. of Virginia; W. H. Pierson, 
second vice-president, New York Life; 
and A. G. Hann, actuary, Pacific Mutual 
Life. Also from the executive offices of 
the association came George T. Wight, 
Charles G. Taylor, Jr., and Vincent 
Whitsitt. 

Mr. Parkinson told of the great con- 
fidence the public has in the institution 


of life insurance and the necessity of 
the business conducting itself in a man- 
ner to justify and further strengthen 
that confidence. He said that the two 
associations, the Life Presidents and the 
American Life Convention, were in part 
responsible for the fine esteem in which 
the public holds life insurance, and he 
further commented on the importance 
of co-operation between the associations. 
James Victor Barry, fourth vice- 
president Metropolitan Life, followed 
him with a brief felicitous address, and 
Charles G. Taylor, Jr., also spoke. 





A New Incontestable 
Recommended By 


Chicago, Oct. 2—A committee of the 
Legal Section, headed by Francis V. 
Keesling of San Francisco, appointed to 
consider the advisability of formulating 
and recommending for adoption a re- 
vised incontestable clause recommended 
the following as a satisfactory clause. 

“After this policy shall have been in- 
force during the lifetime of the insured 
for a period of two years from the date 
of its execution its validity shall not be 
contested for misrepresentation, , fraud 


Clause Form 
Keesling’s Committee 


or non-disclosure relating to its original 
issuance.” 

Mr. Keesling then said: “We believe 
that this clause unquestionably states the 
purpose intended to be accomplished by 
the incontestable clause. We are not 
unaware of the difficulties of adoption. 
Nevertheless as the clause has such an 
important bearing upon insurance con- 
tracts notwithstanding the many diffi- 
culties involved sustained effort should 
be made to establish the right to use 
the recommended clause.” 





C. F. Shoemaker Says Incontestable 
Clauses’ Language Should Be Changed 


Great Republic Life General Counsel Discusses Legal Effect 
Upon Right of Contest by Death of Insured During 
Contestable Period 


The legal effect upon right of contest 
by the death of the insured during the 
contestable period of a policy was dis- 
cussed at length by Clyde C. Shoemaker, 
general counsel of the Great Republic 
Life of Los Angeles, in his informative 
address before the Legal Section of the 
Convention. Mr. Shoemaker said that 
the practical problems which have de- 


veloped as a result of the incontestable 
clause are mainly due to the legal inter- 
pretation placed upon the clause. The 
language of the contract is selected and 
formulated by the insurance company, 
and the attitude of the courts is to hold 
the insurer liable under the terms of 
its agreement. 


Mr. Shoemaker feels that the only 


method of relieving the situation is by a 
change in the language of the contract. 
The fact that the death of the insured 
during the contestable period is a con- 
tingency not contemplated by the in- 
surer or the insured is the basis of the 
trouble. The clause in its ordinary form 
is not designed to cover such an event. 
Both parties undoubtedly assume and 
take’ for granted that the insured will 
live throughout the contestable period. 
Hence, such contingency is not provided 
for by the contract. 

It is reasonable to expect, said Mr. 
Shoemaker, that as a consequence of the 
establishment of the majority rule and 
the practical difficulties and hardships 
resulting therefrom, as well as the sug- 
gestions frequently made by the courts 
that after all it is a mere matter of con- 
tract, the language of the ordinary in- 
contestable clause will be so modified 
and enlarged as to meet and cover the 
contingency of the death of the insured 
during the contestable period, and thus 
relieve insurance companies from what 
appear to be the unnecessary results of 
a strained legal construction of the 
clause in its present form. 

Further extracts from the speaker’s 
address follow: 

How Question Arises 

The question with which we are con- 
cerned may arise in a variety of ways. 
If the insured dies within the contest- 
able period you may inquire, have. the 
rights of the parties then become fixed 
so that the operation of the incontest- 
able clause is thereafter suspended, or, 
on the other hand, does the time con- 
tinue to run without interruption? In 
such a case may the insurance company 
content itself with giving notice of re- 
scission and cancellation and tendering 
the return of the premium and safely 
await the commencement of action upon 
the policy to assert its defenses by an- 
swer and proper pleas, even after the 
contestable period has run, or is legal 
action in court essential in order to con- 
stitute a contest within the meaning of 
the contract? 

In case of the death of the insured 
within the contestable period and the 
commencement of a suit upon the policy 
by the beneficiary within that period, 
may the insurance company thereafter 
file its answer, cross-complaint, or 
proper pleas after the expiration of that 
period but within the statutory time al- 
lowed to answer, and will the filing 
thereof relate back to the commence- 
ment of the action so that the defenses 
may properly be asserted; or will the 
right to defend or to demand a cancel- 
lation of the policy automatically expire 
with the lapse of the contestable period ? 

Again, if the insured dies within the 
contestable period, may the insurance 
company safely await the appointment 
of a legal representative of the estate of 
the insured in order to make tender of 
the return of the premiums and give no- 
tice of rescission, and will such interval 
be deducted from the contestable pe- 
riod, or does the time continue irresist- 
ibly to run against a contest without the 
appointment of an executor or admin- 
istrator ? 

Clause Has Not Had Much Consideration 


Because the incontestable clause is of 
comparatively recent origin the particu- 
lar problem under discussion has been 
considered by the courts in but a few 
cases. The questions suggested above 
or some of them have been answered by 
the courts of about thirteen of the 
states, and by the Federal Courts and 
the Supreme Court of the United States, 
and are yet to be determined by the 
courts of nearly three-fourths of the 
states. It is interesting to note that in 
nearly every case thus far decided the 
insurance company has mistakenly con- 
ceived its rights and remedies and has 
been defeated in reliance thereon. 

The weight of authority thus far sup- 
ports the rule that the death of the in- 
sured during the contestable period is 
immaterial and does not suspend the 
overation of the clause so as to relieve 
the insurer from the requirement that it 
must contest the policy, if at all, within 


(Continued on Page 23) 
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Aviation Committee Report Sees 
| Passenger Cover As Daily Routine 


Arthur M. Coburn’s Committee Says It Is Reasonable For Com- 
panies Now to Undertake Passenger Risks; Amount of 


Company Retention; Special Problem in Insuring Pilots; 
Look For Basic Rate For Pilots 


Chicago, Oct. 3—The report of the 
aviation committee, Arthur M. Coburn, 
chairman, concluded as follows: 

“Passenger travel on schedule air lines 
is increasing very rapidly. In view of 
the fact that we now have some contem- 
porary data on which to assess. the risk 
of such travel we believe that it is rea- 
sonable for life insurance companies to 
undertake the insuring of applicants 
where only the passenger risk is in- 
volved. 

“Further, we believe that only reason- 
able percentages of the normal retention 
of the company should be assumed on 
the lives of passengers. It seems to us 
that the underwriting of aviation pass- 
engers is rapidly becoming a daily inci- 
dent of life insurance routine. Accord- 
ing to the 1930 actuarial report the an- 
nual death rate among licensed pilots 
averages twenty-four per thousand. 

“That it would be incorrect to treat all 
pilots alike is illustrated by the fact that 
for different groups in that report the 
annual death rate varies from a low of 


twelve deaths per thousand per annum 
to a high of more than fifty deaths per 
thousand per annum. 

“We believe that important factors in 
the underwriting of pilots are as follows: 

“Whether the pilot does sufficient fly- 
ing to maintain his technique. The total 
flying experience of the pilot, also his 
past accident record. Amount of night 
flying done. Character of the -terrain, 
type of aircraft and efficiency of main- 
tenance. We believe the time is coming 
in this business of underwriting when a 
basic rate will be fixed with percentage 
increases for the unfavorable individual 
factors and percentage reductions for 
the favorable factors disclosed from the 
results of adequate investigation of the 
individual pilot risk. 

“We believe the proper underwriting 
of pilots requires considerable technical 
knowledge and until such underwriting 
can be standardized it should be under- 
taken only by companies who have in 
their employ men familiar with the avia- 
tion industry. 





Consider Adding Advertisin 


g And 


Industrial Sections To Convention 


Two Sub-Committees Appointed to Decide Additions; If an 
Advertising Section Is Created Representatives of Seventy- 
Five Companies Would Be Eligible; Resolution of Thanks 
to Entertainment Committee Pays Compliment to Chicago 


Chicago, Oct. 3—There will be two 
sub-committees of the executive commit- 
tee, one to determine the advisability of 
establishing an industrial section and the 
other to determine the advisability of an 
advertising section. It is reported that 
if there is an advertising section repre- 
sentatives of seventy-five companies 
would be eligible to participate. 

Here is one thank-you resolution of 
the convention that is out of the ordi- 
nary and well worth reading. It is the 
resolution of the American Life Conven- 
tion passed this afternoon expressing the 
appreciation of its members to the Illi- 
nois host. 

“The members of:- the American Life 
Convention, after five days’ sojourn in 
the city of Chicago, come unanimously 
to the following resolution: 

“The reports which have been broad- 
cast in respect to Chicago have been un- 
just. We have found a total absence of 
any evidence that the city is either 
‘dripping wet’ or completely ‘gang-rid- 

‘den.’ On the contrary, we have encoun- 
tered only fine citizenship and delightful 
hospitality. 

“We have: been shown art, industry, 
and education in a congenial atmosphere 
and with a permanent abiding place. 

“The entertainment provided here has 
left us neither fatigued nor demoralized; 
quite the reverse. It has served uni- 
formly to refresh and inspire, and, there- 
fore, as we approach the close of our 


labors in the convention, we pause to 
give expression of our appreciation and 
thanks. 


“Our meeting could not have been at- 
tended with happier surroundings, and 
we desire to record our sense of obli- 
gation to the entertainment committee 
of the Illinois companies, to the courte- 
ous and uniformly efficient service ren- 
dered the convention and its members 
by the Stevens Hotel, and to the many 
good people whose names are too nu- 
merous to mention who have contributed 
to this result.” 





Dingmans 
Hosts at Big 
Social Event 


Chicago, Oct. 3—A dinner without 
speeches was held in the big ballroom of 
the Stevens Hotel last night, the same 
ballroom where three thousand people 
attended the Lindbergh dinner. There 
was dancing and it was one of the most 
enjoyable affairs in the social history of 
insurance. 


One feature of the dinner was a very 
long table of many of the most promi- 
nent insurance men in the country with 
their wives, the hosts being H. W. Ding- 
man, vice-president and head of the med- 
ical division of the Continental Casualty 
and Continental Assurance, and Mrs. 
Dingman. 





Vice-President, Brooklyn 


H. G. Scott, for Pennsylvania, 





State Vice-Presidents Elected 


Chicago, Oct. 3.—The state vice-presidents of the American Life 
Convention elected here today included the following: 


Ben S. Graham, for New York State, 


Robert S. Merrill, for New Hampshire, 
Vice-President, United Life & Accident 


Vice-President, Reliance Life 
William BroSmith, for Connecticut, 
Vice-President and General Counsel, Travelers 
William Montgomery, for District of Columbia, 
President, Acacia Mutual Life Association 


Arthur E. Childs, for Massachusetts, 
President, Columbian National Life 


National Life 








Colonel C. B. Robbins, New President, 


Former Assistant Secretary Of War 


Native of Iowa, President of Cedar Rapids Life Was Also One 
of Its Organizers; Practised Law and Was Judge 
of Iowa Superior Court 


Colonel C. B. Robbins, president of the 
Cedar Rapids Life of Cedar Rapids, Iowa, 
is the new president of the American 
Life Convention. Colonel Robbins was 
formerly assistant secretary of war, ap- 
pointed by President Calvin Coolidge. 


Colonel Robbins was born in 1877 near 
Hastings, lowa. He was educated in the 
country schools of that neighborhood; 
in a private boys’ school at Hempstead, 
Long Island, and was graduated from 
the University of Nebraska in 1898. He 
had military training under John J. 
Pershing in the University of Nebraska, 
and when the Spanish-American War 
broke out, he enlisted in the First Ne- 
braska Regiment of National Guards. 
He served with distinction in the Span- 
ish-American War and was_ severely 
wounded July 7, 1898, in the Battle of 
Marilas, receiving in 1899 a citation for 
gallantry in action in that connection. 


Leaving the service in 1899, he entered 
Columbia University, and from that insti- 
tution received the degree of Master of 
Arts. In February, 1903, he married 
Helen Larrabee, daughter of ex-Gov- 
ernor William Larrabee of Iowa. He 
began the practice of law in Cedar Rap- 


ids in October, 1904, and in 1909 was 
appointed judge of the Superior Court of 
Cedar Rapids, Iowa. He was one of the 
organizers of the Cedar Rapids Life, be- 
ing elected chairman of the executive | 
committee and general counsel. In 1916 
he served as captain of Company D, First 
Infantry, Iowa National Guard, on the 
Mexican border. In 1914 he was made 
president of the Cedar Rapids Life, and 
has devoted his time to the affairs of the 
company since that time. 

Colonel Robbins served in the World 
War and was ordered to France in Aug- 
ust, 1918, serving with the 69th Infantry 
Brigade, of which he became adjutant. 
He mustered out of the service in 1919. 

In 1926, at the American Life Conven- 
tion meeting at Detroit, Colonel Robbins 
was elected to the executive committee 
of the convention and was re-elected to 
the executive committee for a two year 
term at Dallas, in October, 1927. He 
served for one term as commander of 
the Iowa Department of the American 
Legion, and is a director in many civic 
bodies in his home city, including such 
organizations as St. Luke’s Hospital, Coe 
College, Cedar Rapids Commercial Club, 
Memorial Commission, etc. 





Company Organizations Not To Have 
Places On Board Of American College 


American Life Convention and Life Presidents’ Association 
Decided It Would Make Precedent as Neither Are Rep- 
resented on Boards of Other Organizations; No Talk 
Before Meeting on Subject of College 


Chicago, Oct. 3—Both the Association 
of Life Insurance Presidents and the 
American Life Convention have decided 
not to name a director on the board of 
the American College of Life Under- 
writers as requested after the Toronto” 
meeting of the National Association of 


Life Underwriters. The reason for this 
is that they have not heretofore had rep- 
resentatives on boards of other associa- 
tions or institutions and do not care to 
make precedent. ; 

The American Life Convention '5 


(Continued on Page 26) 
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President Gold Reviews Year's P rogress 


President Charles W. Gold, reviewing 
in his report problems that may become 
greater in the near future, pointed out. 
the growing demand for unemployment 
and old age insurance. 
cussed life prolongation work and pre- 
mium taxation. Part of his address fol- 
lows: 


As the insurance business grows in im- 
portance in the nation, many organiza- 
tions looking toward the betterment of 
various phases of the business have come 
into being. American business today has 
as its vocal influence an organization 
of tremendous value—the United States 
Chamber of Commerce. National in 
scope and comprehensive in thought, it 
is the voice of American business; the 
best business thought of the nation is 
included in its membership. One of the 
most important departments of the 
Chamber is its Insurance Department. 
This department is a clearing house for 
general information along all insurance 
lines. Through it the activities of the 
various companies carrying various types 
of risk—property, casualty, accident, life, 
etc., may be studied from a common 
viewpoint on common grounds. . The 
common problems may thus be ap- 
proached with the concerted effort that 
should lead to solving them. 


One of the most significant movements 
now being urged by the Insurance De- 
partment of the National Chamber is 
that of the Inter-Chamber Health Con- 
test. While this is under the auspices 
and guidance of the National Chamber, 
yet the American Health Association is 
furnishing the necessary expert advice 
and aid. The purpose of this contest is 
to improve health conditions in the cities 
and towns, and at the annual conven- 
tion of the National Chamber suitable 
trophies are awarded to the successful 
contestants. 


The ideal of the Inter-Chamber Health 
Contest of the United States Chamber 
of Commerce is not, of course, for con- 
servation of health and prolongation of 
life for the insurance companies alone; 
it is working for American citizens gen- 
erally. Practically two hundred cities 
of the United States are in this contest 
for 1930 and 1931. This means that in 
each one of these cities, through experts 
of the American Health Association, 
check-ups are being made of water sys- 
tems, sewerage systems, sanitation sys- 
tems, health measures, etc. This surely 
means improvement in health for the 
citizens of these cities and towns. If, 
by these measures, only a few citizens 
are enabled to live a year longer some 
insurance companies will be the gainer. 
To be sure, the National Chamber of 
Commerce is looking at this from a gen- 
eral health standpoint. Its work along 
this line cannot but help, however, the 
mortality of insurance companies, and 
we must keep in mind that when a $10,- 
000 policyholder is enabled to live bv 
any method one year longer, the insur- 
ance company, by saving one year’s in- 
terest and the premium, realizes about 
$700 or more. 


Life insurance companies have a real 
Opportunity in this day of progressive 
ealth measures to do their-bit toward 
the Prolongation of life. Insurance com- 
panies exercise unusual care in the se- 
lection of risks. All expectancy tables 
are based on the expectancy of lives able 
to secure insurance. The attitude of the 
company seems to be, then, to collect 
the premiums. Not only for broad hu- 
Manitation reasons, but for the sake of 





He also dis- | 


.in handling this burden. 


Unemployment Insurance Becoming Most Important of 
New Problems, There Is Some Agitation for State to Sup- 
ply It; Life Extension Activities of United States Chamber 
of Commerce Inspiration for Companies 


the money, methods of prolongation of - 
life should be studied and prosecuted. 
Little Life Research 

A recent survey of the work along 
these lines which is being done by the 
American Life Convention companies 
was very disappointing. The results of 
this survey indicate that in but few of 
the companies is there any definite ef- 
fort being made by a well sustained de- 
partment for getting information to pol- 
icyholders regarding longevity. I am 
glad to advise that at the meeting of 
the Medical Section at Colorado Springs 
a strong committee was appointed look- 
ing toward more definite work along 
this line. 

If each insurance company in Amer- 
ica would, through its well organized 
conservation department, or some out- 
side agency, examine 10% of its insured 
lives each year, then at least 50% of the 
insured lives of America would be ex- 
amined each year. If only 5% of these 
should, by information given them as a 
result of the examination, live one year 
longer it would be the best investment 
that the life insurance companies could 
possibly make. Take a lesson from the 
Chinese. They pay their doctors to keep 
them well. If a person gets sick, the 
doctor is presumed not to have been on 
the job and his services are dispensed 
with. 

Your Convention activities are now 
thoroughly sectionalized with all sec- 
tions except the Medical Section meet- 
ing with the main Convention.. I had 
the pleasure of attending the Medical 
Section at its meeting in Colorado 
Springs. This meeting was well attend- 
ed—the papers were unusually interest- 
ing and problems of much import to 
the life companies were discussed. It 
is our hope that at some time in the 
near future, the programs may be so ar- 
ranged that the Medical Section will 
meet with the main body of the Con- 
vention. This would be of considerable 
value to the Convention and to the oth- 
er sections. The Agency, Financial, 
Home Office Management Sections have 
functioned with profit to the Conven- 
tion and to the member companies. In- 
teresting programs have been prepared, 
and I urge you to attend the meetings 
of these sections. Your program will 
show you the time and place. 

Unemployment Insurance Problem 

In the meanwhile many new problems 
are being presented to the insurance 
fraternity. Industry is recognizing that 
unemployment insurance and old age in- 
surance are matters about which the 
public is thinking. This thinking is more 
rapidly crystallizing than is generaliy 
recognized. Politicians are appreciating 
the fact that this will eventually be a 
popular movement. American thought 
seems to tend toward the idea that the 
state is the proper vehicle for the han- 
dling of these. Unless industry recog- 
nizes this obligation and take steps for 
carrying out that obligation, state insur- 
ance with its many ills will become a 
fact. It is an obligation of the insur- 
ance companies to recognize these con- 
ditions and prepare to assist industry 
It is not only 
an obligation but an opportunity. In 
my opinion, therefore, unless industry 
combines with the insurance companies 


to work out some plan by which these 
necessities may be taken care of, state 
insurance will result. State insurance 
funds will, naturally, be in the hands of 
politicians. Politicians will have an “ear 
to the ground” as to the demands of 
labor. In times of a strike the striker 
will, in all probability, be termed an “un- 
employed.” This will undoubtedly be true 
if state insurance is in vogue and ad- 
ministered by state employes. What 
chance would industry haye of contest- 
ing with labor if the state were paying 
money to the strikers? Depreciation is 
Now set up as a reserve for almost every 
conceivable kind of waste—except the 
waste which comes from old age em- 
ployes. 

_ Thousands of employers today are tak- 
ing care of men who are past the age 
of efficiency because they could not be 
heartless enough to turn them out. Old 
age retirement funds should be provided 
through insurance companies so that a 
man could retire at 65 or 70 and live 
comfortably. Argument against this, of 
course, is that there would be no in- 
centive to the average worker to pro- 
gress and excel, if he would know he 
would be taken care of. However, broad 
humanitarian principles eliminate this ar- 
gument. In this machine age, we can- 
not lose sight of the fact that the work- 
er is the creator of wealth and the man- 
agerial skill of the directing brain should 
be used to conserve the human value. 
The American Life Convention compa- 
nies have been pioneers in many phases 
of life insurance. Will they avail them- 
selves of this opportunity, approaching 
it from a sane and conservative view- 
point ? 

Taxation 


In that few state legislatures have 
met this year, the question of taxation 
has been a rather quiescent one; how- 
ever, the question of taxation will al- 
ways be a live one as long as nearly 
$4 out of every $100 of premiums col- 
lected are paid by life insurance compa- 
nies in taxes. In these days of the in- 
creasing cost of living the municipalities 
must, it seems, find new sources for rais- 
ing money for meeting the various ex- 
penditures. It can only do this by tax- 
ing. In our taxation schemes the in- 
surance companies seem to have been 
“fair meat.” In the early years of the 
insurance departments, supervision seems 
to have been the paramount idea. This 
supervision has grown more and more 
valuable each year. In the earlier years, 
the taxes paid by insurance companies 
were seemingly imposed to take care 
of the expenses of the insurance depart- 
ment. In recent years, however, insur- 
ance companies have paid taxes many 
timés sufficient in amount to pay the 
expenses of the Insurance Department, 
and ‘fhen some. 

The premium tax charged insurance 
companies by the states would be a sales 
tax on the gross if it were imposed only 
when the ‘sale was made; that this same 
tax is collected on recurring premiums 
leaves it outside the realm of a sales 
tax. I doubt if anyone could really clas- 
sify this premium tax other than to call 
it a premium tax. If the average busi- 
ness man had to pay even $2 tax on 
every $100 of his gross sales, many busi- 
nesses which are now sailing along fair- 


ly comfortably could not weather the 
gale. 

Unfortunately, it is true that in many 
states in addition to this premium tax 
municipal taxes are imposed by cities and 
towns. Taxes on life insurance are tax- 
es upon thrift. No conscientious insur- 
ance man desires to escape just tax. 
What is just taxation is of course a mat- 
ter for argument. The query is, will the 
American public ever appreciate the fact 
that “Jones pays the freight,” and that 
in its last analysis these taxes are paid 
by them and from funds supposed to 
be laid aside for the protection of their 
families. 

One of the very interesting features of 
the last annual convention was the pa- 
per of former Convention President H. 
B. Arnold on “Investments” and the 
discussion resulting. The hectic condi- 
tion of the stock market was at that 
time causing considerable discussion as 
to the advisability of life insurance cam- 
panies investing in common stocks. As 
a result of this general interest your 
executive committee requested your pres- 
ident to appoint an investment commit- 
tee for the purpose of studying invest- 
ments of life insurance companies. A 
representative committee was selected 
and much attention and thought was giv- 
en to its report. This report will be pre- 
sented by the chairman of that commit- 
tee during this session. 

American Service Bureau 

The American Service Bureau has had 
a successful year. Despite the disadvan- 
tages accruing from the general slack- 
ing of business, the cash position of the 
Bureau has been growing gradually 
stronger, and there seems to be no rea- 
son why the Bureau should not, at an 
early date, return to the Convention 
companies the full amount borrowed 
from them in the early days of the Bu- 
reau. I am sure that I voice the thought 
of the Convention in officially expressing 
to those companies our sincere thanks 
for this timely aid. That this money 
can now be returned with interest is an 
indication that their confidence in the 
American Service Bureau, which was at 
that time seemingly an experiment, has 
been justified. 

As time goes on, the service which 
the American Service Bureau is render- 
ing to the member companies of the 
American Life Convention is more and 
more apparent. It has reached a point 
today where it has a real place in the 
life insurance machinery of our nation. 
In this connection I will take pleasure 
in bearing tribute to the splendid work 
of the active executive of the Bureau, 
Mr. Parker, and his efficient co-workers. 

This year closes the first year of our 
two office executives, Judge Byron K. 
Elliott, our general counsel and mana- 
ger, and Mr. Wendell P. Coler, our sec- 
retary and actuary. It has been a plea- 
sure to your president to serve with these 
gentlemen, and may I take this opportu- 
nity of congratulating the Convention 
on its choice of these gentlemen to fill 
these positions. They have been faith- 
ful and loyal to my administration and 
the Convention, the harmonious rela- 
tionship and efficiency existing in the 
St. Louis headquarters office is but an 
evidence of the increased value these 
gentlemen will be to the Convention -as 
years and experience multiply. I will 
also enjoy mentioning the support which 
has been given me by the members of 
the Executive Committee and the. vari- 
ous Convention Committees. Without 
exception, each one has shown a help- 
ful spirit in handling the problems pre- 
sented, and their consideration has made 
my task a pleasant, if not’an easy one 
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Kastner Reviews 1930 Federal 
And State Legislative Action 


Counsel for Convention Comments Particularly on Taxation 
Changes; Watching for Report of Special Taxation 
Committee Appointed by Ohio Governor 


A review of federal and state legis- 
lative and insurance departmental ac- 
tion was presented to the Legal Sec- 
tion of the Convention Monday after- 
noon by Ralph H. Kastner of St. Louis, 
attorney for the American Life Conven- 
tion. Of prime importance he said were 
the many matters presented to the leg- 
islatures dealing with the subject of taxa- 
tion. Bills applicable to this subject in 
some phase were given consideration at 
substantially all of the sessions. Fol- 
lowing are some of the principal ex- 
tracts from this report: 

During the legislative season of 1930 
nirie states (Kentucky, Louisiana, Mas- 
sachusetts, Mississippi, New Jersey, New 
York, Rhode Island, South Carolina, Vir- 
ginia) and the U. S. Congress held reg- 
ular sessions. Since our 1929 annual 
meeting also special sessions have been 
held in Idaho, Illinois, Kansas, Louisi- 
ana, Maine, Maryland, Nebraska, New 
Hampshire, New Jersey (two sessions), 
Tennessee, Texas (five sessions), Utah, 
West Virginia (two sessions) and Wyo- 
ming. It is expected that Georgia, North 
Carolina and Oregon may likewise hold 
sessions during the coming fall. 

Nearly 750 legislative proposals were 
presented at these sessions which were 
considered by our legislative reporting 
agency to affect in one way or another 
the business of life insurance. Fortu- 
nately, however, only 183 of these bills 
were deemed of particular application 
and the gist of such bills was furnished 
to Convention companies through the 
medium of nineteen legislative and sev- 
eral special bulletins, which contained 
also a digest of departmental rulings and 
opinions of attorneys general. But thir- 
ty-eight of the proposals were enacted 
specially affecting life companies while 
twelve others adopted appear to be of 
general application. 


Premium Tax 


The South Carolina legislature saw fit 
to enact a measure increasing the pre- 
mium tax on foreign life companies by 
Y%%. The governor, who is authorized 
to hold the measure until the second day 
of the next legislative session, has indi- 
cated that he will not approve the bill 
unless he is convinced that the increase 
is needed to meet current appropriations. 

The Mississippi privilege tax law re- 
tains the present 2% premium tax rate, 
with deductions as previously allowed, 
but permitting the deduction of rein- 
surance premiums paid to authorized 
companies, only when the latter com- 
pany pays the tax on such premiums. 

In Ohio the governor has appointed 
a Taxation Committee to make recom- 
mendations with respect to the revision 
of the tax system of the state. I was 
privileged to attend a meeting of the 
Insurance Sub-Committee in Columbus 
last February, where various proposals 
on the subject of insurance taxation were 
considered. A brief and argument on 
the proposition that the present premium 
tax should be lowered from 2%4% to 2% 
or less, and that a deduction, for which 
there is now no provision, should be al- 
lowed for dividends paid or credited to 
policyholders was made on behalf of 
Convention companies. It was further 
suggested that reinsurance premiums 
“paid” rather than “received” be deduct- 
ible. You will be interested to learn 
also that the governor’s committee has 


collected data and will soon report its 
recommendations to the governor with 
respect to the reciprocal and/or retalia- 
tory basis of taxation. It should be noted 
that if this basis of taxation is put into 
effect, companies in those states which 
have a low rate of taxation (for exam- 
ple, New York) will be given a far great- 
er advantage with respect to Ohio taxes 
than those of other states having a cor- 
respondingly higher rate of taxation. 

Alabama companies may now deduct, 
under an attorney general’s opinion, the 
amount of real estate mortgage loans in 
the state, notwithstanding that the mort- 
gage is not made directly with the com- 
pany. Such deduction is to be made 
only for the current year, and not for 
each year of the mortgage’s existence. 

The attorney general of Kentucky ruled 
that a foreign insurance company which 
re-insures a portion of its risks in a 
domestic company is entitled to a de- 
duction for such reinsurance in com- 
puting its premium taxes, notwithstand- 
ing that such domestic company does not 
pay premium taxes on the reinsurance 
in question. 

; State Income Tax 

Eleven income tax measures were pre- 
sented this year. The only enactments 
were in Mississippi, South Carolina and 
Virginia. In all of these states, insur- 
ance companies paying a premium tax 
are exempt. In Virginia, however, a pro- 
vision was added that corporations pay- 
ing $1,250 or more to person’ in the state 
must file an Information at Source re- 
turn. A District of Columbia income 
measure, which would have apparently 
included insurance companies, was never 
reported from by the congressional com- 
mittee to which it was referred. 

The voters of Illinois, Kansas and Ore- 
gon are scheduled to vote on constitu- 
tional amendments authorizing the im- 
position of state income tax laws at the 
coming fall elections. Attention should 
be paid also to the fact that the Kan- 
sas State Tax Code Commission, in its 
report last February, recommended an 
income tax of 4%4% on the Kansas pro- 
portion of a foreign company’s entire 
income to be determined according to 
the rules set out in the proposed act. 
Domestic companies were exempted from 
this tax but no similar exemption was 
accorded. foreign insurance companies. 
During the year the Georgia State Tax 
Commission attempted to collect income 
taxes from life insurance companies un- 
der the 1929 act. This law specifically 
exempted insurance companies and, ac- 
cordingly, Convention members were ad- 
vised to ignore such requests from the 
Tax Commission. However, insurance 
companies must file an Information at 
Source return in that state. 

National Banks and Moneyed 
Cavital Tax 

A congressional proposal to amend the 
National Bankins Act would authorize 
state taxation of such banks. Efforts 
are being made. in view of the further 
anticipated consideration of the measure 
at the forthcoming congressional session, 
to secure the specific exception of life 
insurance companies from the effect of 
the bill. since some states may consider 
life companies to be competing financial 
institutions, and, in order to reach the 
national banks, mav try to imnose either 
a new tax upon life companies directlv 
or a tax upon financial institutions which 
might be deemed bv some taxing an- 
thorities as sufficiently broad to include 
our companies. 
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Problems In Developing Metropolitan Field 


One of the addresses which was lis- 
tened to with the keenest interest was 
that of James A. McLain, agency vice- 
president of the Guardian Life of New 
York, on problems in the development of 


metropolitan territory. Mr. McLain’s , 


address follows: 


In recent years sales management in 
life insurance has begun to view the en- 
tire subject of agency development 
through more critical lenses. For a long 
time the volume produced was the all- 
important factor. Today the net profit 
from the’ operation and the skill of finan- 
cial management is coupled with the pro- 
duction performance in determining the 
success of the agency. + 

As “costs” and “profits” entered the 
consciousness and the vocabulary of the 
home office agency man, cost accounting 
was applied to past and present agency 
performances. Quite obvious conclusions 
were brought to light, of which the most 
striking were the dollars and cents value 
of larger premium units, better stability 
rates and lowered ratios of expenses to 
premiums, 


These conclusions seemed to indicate 
that new agency development plans 
should center in metropolitan rather than 
rural development, for successful metro- 
politan development apparently offers 
larger average policies, with a resultant 
larger premium unit, satisfactory stability 
rates and greater production possibilities. 
Hence much emphasis of late has been 
placed on the value of development in 
metropolitan areas. 

This emphasis, unfortunately, prompt- 
ed quite a number of companies to en- 
gage in this type of development work 
without carefully analyzing the prob- 
lems involved. A natural result has been 
experienced: loss of money and time, 
with discouragement and disappointment, 
focusing attention on a study of the 
problems that are peculiar to metropoli- 
tan territories, and their soluution. 

In discussing the subject, “Problems in 
the Development of Metropolitan Terri- 
tory,” it is my purpose to present ob- 
servations of the metropolitan methods 
of operation in general use today by suc- 
cessful sales organizations, in life insur- 
ance and in other lines. Methods and 
procedures mentioned are not original, 
nor, if you question me closely, are they 
used by us in every instance. 

The first point to be cleared up is 
“what” is metropolitan territory. In- 
quiry establishes the fact that to most 
agency men “metropolitan” designates 
territory where the unit of population, 
the city with its immediately adjacent 
suburban development, is sufficiently 
large to establish a profitable agency 
without rural development. Metropoli- 
tan territory implies: 

1. Concentrated wealth and population; 

2. Larger market for product; 

3.. Keener competition for sales and 
personnel; : 

4. Necessity. for use of most modern 
sales methods in training and supervi- 
sion; 

5. Brokerage business; 

6. Opportunity for rapid development. 

At what stage in the growth of a home 
office agency department or a company 
should intensive development of metro- 
politan territory be started ? 

Successful development .of any terri- 
tory, by -any.company, and at any time, 
is a comparatively simple problem if the 
actual job is entrusted to a capable, en- 
ergetic, experienced and financially com- 
Petent. business man as the agency op- 
erator. This is the plain unvarnished 
truth which, when publicly stated, tempts 
one to treat the subject of this paper 
by. discussing the recruiting, training, 
handling and. financing of managers. 


. 


James A. McLain, Agency Vice-President of the Guardian 
Life, New York, Says the Competition Today Is for Agency 
Man-Power, Not for Business; Companies Should Not Un- 
dertake Metropolitan Development Unless They Are Will- 


ing to Pay the Price 


Many agency men agree that skill in 
picking and handling managers is the 
entire solution of the home office agency 
problem—and that has been quite large- 
ly true in the last ten and twenty years. 

Your’ program committee and other 
prominent agency-minded officials, how- 
ever, are probably aware that in organ- 
ization problems of the next decade, 
while skill in selection and training of 
managers will lose none of its promi- 
nence in agency work, a marked im- 
provement in the ratio of successful 
agency appointments will be secured only 
through careful analysis of the job to 
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be done and the methods to be followed 
in its accomplishment. 


So let us consider the problems of suc- 
cessful agency operation in metropolitan 
territory—the picture of what is to be 
accomplished and some of the more sat- 
isfactory methods of performing the task. 

Life insurance has taken gigantic 
strides since the war. As a result the 
buying public in metropolitan centers is 
insurance-minded to a greater extent 
than at any previous time. We have 
lived through an insured generation. 
Metropolitan areas contain a large por- 
tion of the insurance-buying public up- 
on whom is being and will be written 
the larger amounts of insurance. Met- 
ropolitan development, therefore, con- 
templates securing some portion of this 
larger business without which, because 
of the expense and production elements, 
the development can hardly be consid- 
ered successful. 

Before attempting metropolitan devel- 
opment, then, a company should enjoy, 
or be able to secure, favorable consumer 
consideration. And when I say “able to 
secure” I imply a willingness to pay the 
cost of securing a position where sales 
resistance to company is lowered (if not 
entirely eliminated) through the publicity 
and prestige that efficient and advanced 
agency operation will obtain from both 
prospective purchasers and competing 
agencies. Without such a_ willingness 
and without a workable, practical plan 
to win favorable consumer. consideration, 


the development of metropolitan terri 
tory should be postponed. 

Competition For Agency Personnel - 

Competition in metropolitan areas to- 
day and tomorrow is not and will not be 
a competition for business—it is and will 
be a competition for man-power, for 
agency personnel. If a company has not 
yet developed an agency program, com- 
plete: even though simple, that will per- 
mit its agency operators to successfully 
compete for the type of new agency ma- 
terial from which will come our C. L. 
U's of 1935 and 1936, that company 
should not start any extensive metropoli- 
tan development. 

And, as a final preliminary to engag- 
ing in but even a modest expansion pro- 
gram in metropolitan areas, a company 
must be manned at its home office to 
render efficient and speedy service to its 
agencies. Unless, in its home office or- 
ganization, a company is equipped to 
give to metropolitan agencies the type 
of service which they must have to com- 
pete in our big insurance markets, the 
best laid plans of its agency department 
and the financial investment called for 
in any metropolitan development, may 
be thwarted and endangered beyond re- 
covery. 

Three Essential Principles 

These three prerequisites then appear 
absolutely essential, as we approach the 
problem of metropolitan development: 

1. Favorable consumer and competitive 
consideration of company—or a willing- 
ness to obtain it. 

2. An agency program with which an 
agency operator may compete for high- 
grade sales personnel. ‘ 

3. Home office desire and ability to 
service the metropolitan agency to the 
‘nth degree. 

I can imagine that some agency mén 
here present have already disposed of 
these three essentials by some such re- 
mark as: 

“We don’t have them”; or 

“Many companies operating successful- 
ly in metropolitan areas did not have 
them when they started—and some may 
not have them today”; or 

“The speaker’s company did not have 
them, does not have them, and may nev- 
er have them.” 

Nor am I caustic in thus interpreting 
to the audience these possible thoughts 
of some of you, but I bring them to 
the surface simply as an excuse to state 
that successful agency operations in the 
past succeeded because these essentials 
were gradually supplied and paid for by 
the agency operator himself—and to 
show a few methods by which your com- 
pany and mine may secure them if we 
believe them desirable. 

Favorable Consumer and Competitive 
Consideration 

Favorable consumer consideration of a 
life insurance company—what is it, and 
how may it be secured? 

No phase of the marketing problem in 
life insurance has been so little studied, 
and yet it is of primary importance in 
metropolitan development. Favorable 
consumer consideration—what is it? It 
is the attitude of the buying public 
toward the product you are marketing. 
It is the combination and result of good 
will, prestige, reputation and advertising. 
It is the influence which prompts you to 
buy “Pepsodent” if you are an Amos and 
Andy devotee, or “Squibbs” if you prefer 
Will Rogers’ type of humor; which 
makes you more appreciative when re- 


ceiving and more anxious to present a 
gift hall-marked by Tiffany; which opens 
the door to a representative of the Na- 
tional City Co. or the Continental Illi- 
nois Bank and Trust Co. 

These examples and many others 
which come quickly to mind are illustra- 
tive of the tremendous value of favorable 
consumer consideration—but the con- 
cerns which today possess it to a marked 
degree have obtained it because of the 
intrinsic value of their product and of 
their service which have been empha- 
sized to the buying public through care- 
fully planned sales and advertising cam- 
paigns over a period of years or accom- 
plished more quickly through the expen- 
diture of equivalent sums in a shorter 
period of time. 

Certainly life insurance today enjoys 
the most favorable consumer considera- 
tion in the history of our business. We 
are agreed that this is fully warranted 
by the merit of our product and service. 
It has been accomplished, however, 
largely through the medium of our field 
forces—aided by the claim payments we 
have made to countless beneficiaries, and 
accelerated by the advertisement our 
business has received from banks and 
trust companies (and a few life com- 
panies) throughout the country. But it 
has been paid for by the agents and 
managers of our companies, by outsiders, 
and to a limited extent by the companies 
themselves through the very nature of 
our business, the payment of claims, and 
small expenditures in advertising, circu- 
larizing, health services, et cetera. 

The problem of today and tomorrow 
for the individual company is not that of 
securing favorable consumer considera- 
tion of life insurance—but of the partic- 
ular company in a particular field. How 
may this be accomplished? 

All of us have observed instances when 
a company opens a new agency in, what 
is for it, new territory, with a definite 
plan of action which secures for it in a 
reasonable length of time as much or 
greater prestige than is enjoyed by other 
companies domiciled within that territory 
or operating there for a number of years. 
And some of us have been surprised and 
not a little chagrined to watch the sales 
of that new company approach, equal 
and pass our own sales. The reason is 
obvious: the newly entered company is a 
better merchandiser of life insurance and 
itself, and it proves it quickly by secur- 
ing as much or more favorable consumer 


consideration as we have built up in 


years of operation, through the payment 
possibly of hundreds of thousands of 
dollars in claims, and the shoe leather, 
yes, even the full business efforts of tens 
and hundreds of agents and perhaps two 
or a dozen agency operators. 

What the Company Most Needs 

To obtain favorable consumer consid- 
eration a company must become known 
by the individuals within a territory who 
direct the business thought of that area. 

It is not necessary that a company be 
known for age, net cost or liberality of 
policy contract. To be sure, a liberal 
policy contract and a fair net cost are 
necessary in metropolitan development. 
Age is helpful, but financial standing and 
reputation, the character and reputation 
of company and agency management, and 
a certain amount of “color” are far, far 
more important. 

A company worthy of favorable con- 
sumer consideration can secure it by the 
establishment of proper recognition in 
four groups: 

1. Competing agencies, underwriters 
and brokers. 

2. Trust company officials. 

3. Leading business men, bankers and 
professional men. 

4. Other owners. and prospective pur- 
chasers of life insurance. 

In my opinion favorable competitive 
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consideration in metropolitan areas is as 
important as favorable consumer consid- 
eration. It is of the essence of favorable 
consumer consideration that competing 
managers, agents and_ brokers should 
know your company, its methods and 
standards of doing business, and should 
admire not only the methods employed 
by you and the ethics which dictate your 
business policy, but the company prog- 
ress which is resulting from both. Mem- 
bership in local underwriter associations 
and managers’ clubs should be an active, 
constructive membership. The advertis- 
ing columns of trade papers covering that 
area should be liberally employed to win 
and retain favorable competitive consid- 
eration. With no thought of proselyt- 
ing, all life and general insurance men 
should be acquainted with your company 
—and their favorable consideration in 
and out of competition will aid in dis- 
pelling the “I never heard of your com- 
pany” attitude of the general public. — 

No prominent group in business life 
today is more life insurance conscious 
than the trust officers. They are study- 
ing the business; they can be sold on 
company, service and contract to the 
point where their active support and en- 
dorsement may quickly be translated in- 
to favorable consumer consideration. 

In a similar though less direct man- 
ner, leading business and professional 
men and prominent bankers should be 
acquainted with your company and its 
progress. To reach this group there 
seems no more effective method than 
newspaper advertising, direct-by-mail 
circularizing and personal contacts of the 
agency operator and his associates in 
their business and social relations. Each 
method should be used generously. 

Owners of life insurance are boosters 
for it. Moreover, they are constant buy- 
ers of it. Prominent policyholders are 
of big help in metropolitan areas, and 
don’t let anyone tell you differently. 
There are many Main Streets in metro- 
politan territory, and Main Street meth- 
ods adroitly and skillfully used are equal- 
ly effective in small and large cities. 

And then comes that great group of 
prospective consumers who can be made 
to favorably consider your company 
through advertising, circularizing and by 
the actual sales work of your representa- 
tives. 

If time permitted, it would be inter- 
esting to consider the relative value of 
these different methods, and their costs. 
It must suffice, however, to state that 
all are in practical, effective use today 
within metropolitan areas, and we will 
discuss a few under our next heading of 
A Company’s Agency Program—and Its 

Relation to Recruiting 

Earlier I made the statement that our 
competition tomorrow will be for agency 
personnel—the high-grade representative 
without which an agency cannot hope to 
secure its fair share of typical quality 
metropolitan business. To successfully 
meet this competition, an agency opera- 
tor must have modern tools in the form 
of a real company agency program de- 
signed to assist the manager and the 
agent. 

The day has passed in metropolitan 
areas when the promising recruit is se- 
cured without other agency competition 
and a certain amount of “looking around.” 
First impressions, therefore, are impor- 
tant. The agency office, in lay-out and 
equipment, should be modern and -at- 
tractive, properly and conveniently locat- 
ed. Large space is not necessary, and 
too much spaciousness in which there is 
little activity definitely detracts. The 
agency office should create an “atmo- 
sphere” of stability charged with pro- 
gressiveness and friendly. co-operation. 
The office personnel should be carefully 
selected and trained to make favorable 
impressions upon the public. A slipshod 
office force upsets frequently the sales 
story of agency operator and supervisors. 

Agency contracts should be ‘uniform 
and company endorsed. The _ terms 
should be liberal and in line with com- 
petitive compensation. The contract 
should include few penalties and must 
be absolutely devoid of “catches.” 

And more important than the contract 


itself is the training program of com- 
pany and agency—just what you will do 
for and with that good type of new 
agent. Here there must be no guess 
work, no indecision or lack of a definite 
concrete training plan. 

The training, starting and supervising 
of agents is still today in the develop- 
ment stage with most companies. Em- 
phasis for ten years has been upon train- 
ing—and that emphasis has been helpful 
in that it has forced companies and agen- 
cies to create, adopt or adapt training 
courses for their representatives. Much 
credit for the greater favorable consumer 
consideration of life insuance should be 
given to our training activities—but the 
method, technique and personality of the 
instructor of tomorrow assumes greater 
importance than the subject matter itself. 

A company should contribute to the 
training and supervision problems in a 
metropolitan agency not only by outlin- 
ing courses of instruction, but by actually 
training and supervising the trainers and 
supervisors within the agency. é 

The home office agency department 
must have mapped out the procedure to 
be followed by the agency in creating 
favorable consumer consideration. This 
means copy for advertisements, direct 
mail circularizing, preparation of house 
organ and sales material, outlines and 
speakers for lecture courses, etc. More- 
over, the personnel of the home office 
agency department should be ready and 
able to actually assist in metropolitan 
recruiting. 

Home Office Attitude Toward Metro- 

politan Development 

To develop—or not to develop—metro- 
politan territory is a question—and one 
not to be decided by the agency depart- 
ment alone. The decision should be made 
as a company policy—and never affirma- 
tively until the executive officers have 
definitely determined that this is the type 
of development they want; unless they 
are fully aware of the many company 
problems connected therewith. and not 
until they are ready and willing to pay 
the price and make sacrifices to insure 
company service to agencies in metro- 
politan areas that will not retard or make 
impossible the successful development of 
those areas. 

Is your company so comfortably situ- 
ated that you have no underwriting pres- 
sure? The development of metropolitan 
territory must invariably be accompanied 
by real underwriting pressure. 

Is your company satisfied with the in- 
ternal functioning of its various depart- 
ments? Unless systems:and personnel 
are elastic and capable of growth, the 
demands of metropolitan agencies, work- 
ing under’ pressure, will present real 
home office problems. 

Are the present agencies of your com- 
pany satisfied with your speed of issue? 
Unless you are now operating in metro- 
politan areas you can have little concep- 
tion of the issue service that agencies in 
those sections feature in advertisement 
and demand in competition. 

Is your comnany sufficiently “manned” 
at its home office and is the type of em- 
ploye satisfactory? Increased work and 
pressure, because of any expansion pro- 
gram, is felt in every department of a 
company. It is important that each 
“click” and the service of a home office 
accurately reflects the capacity and effi- 
ciency of its personnel. 

Is your company opposed to brokerage 
business—and afraid of big cases? Met- 
ronolitan development, if ranid, will 
probablv include brokerage and surplus 
lines. Such cases contribute to the on- 
erator’s expense problem very materially 
and favorable. prompt action greatly af- 
fects competitive consideration of the 
company. 

Does your company anticipate that a 
rapid increase in metropolitan business 
can be underwritten without an increase 
in your mortality experience ?. Few com 
panies thus far have appreciably lowered 
their mortality because of this type of 
new business expansion. 

Does your company desire rapid met- 
ropolitan development without -an in- 
crease in acquisition costs? The more 


and stay with it until it is put over. 


_five successful metropolitan agencies and 


rapid the development of an agency, the 
more expensive is each unit of new busi- 
ness. The more ambitious the company 
program, the greater should be its con- 
tribution to new business expenses. 
Would your company officers and per- 
sonnel be willing to work under increased 
pressure—and would they be able to ade- 
quately and satisfactorily function under 
such conditions? The larger the agency 
operation the more assistance and co- 
operation it must receive from its home 


In commenting on these figures, it 
must be borne in mind that all agencies 
are established—successful. Let us now 
consider the problem of the new agency 
in metropolitan territory—its expense 
and the distribution thereof. As a typical 
example, an agency with an annual pro- 
duction of $8,500,000, built in seven years, 
is analyzed. 


Average new policy............. $7,049.00 
Average new premium per M.. = 35.19 





office. All men do not act and react as Sy =a isc = 
efficiently under pressure; some men are New expense to new premium.. 9.71% 
not happy when they are forced to oper- New expense per M i "3.49 
ate at high speed more or less comin: Preyentyaine sD 
- uously. sn rape a 
The list of questions could be extend- ecg ee of ea sox 28967 
ed—but its purpose is obvious. To suc- < rier pir pi a one 133 432°, 
cessfully service business from metro- ~>2@/@rl€s Of Supervisors. ..1. dts 
politan areas some companies have been 08S on advances........ as i: 
forced to make numerous and significant Promotional expense .... 4 13.3% 
changes and additions in home office per- All other expenses....... 45 14.6% 
sonnel; have become accustomed to in- prs 
creased underwriting pressure; have been 3.08 100.0% 


forced to speed up the “tempo” of the 
entire home office organization; have 
“viewed with alarm” both the increase 
in mortality and the higher cost ratio 
in the early years of metropolitan de- 
velopment. 

Before attempting extensive metropoli- 
tan development, the various problems 
resulting from such a move should be ‘ 
carefully “thought through” at the home _ is clearly necessary in the rapid develop- 
office, and there should be a definitely ment of an agency, let us observe the 
expressed willingness to tackle.the job distribution of expense of another agen- 
cy, located in the same city, with a larger 
production but no increase in the past 
three years: 


Clerical salaries and rent...2.65 82.0% 
: 4 


*Long term Jease gives unusually fa- 
vorable rent. 

This distribution clearly illustrates cer- 
tain points in this paper. Through a sav- 
ings in rent, the operator is able to spend 
much more proportionately for supervi- 
sion and promotion than is spent in the 
older agencies included in the previous 
list. That such a distribution of expense 


Metropolitan Costs 
Let us now turn to the question of 
costs, to which a slight reference has 
already been made. It seems helpful, at 





: A : Salaries of supervisors...... 2 6.5% 
this point, to make comparisons between promotional expense 14 46% 
various expenses in rural and metropoli- ay other expenses ......... "23. 6.9% 
tan agencies, for the conclusions thug to. =©=8£=°=#3 #8 §..°~+~~-~-—.. : ; 
be gained are most pertinent to the sub- 3.23 100.0% 


ject of this paper. Moreover, budgetary 
control in metropolitan agencies is most 
necessary, for here “red ink” figures may 
mount so rapidly that the operator may 
never have a chance to really get under 
way. The figures presented were pre- 
pared by the Life Insurance Sales Re- 
search Bureau, and are a comparison of 


While operating in the same territory 
the first agency by skillful management 
and through locating in modest quarters, 
has actually spent less per thousand with 
rapid development than the older office 
that is standing still. This would tend to 
controvert our earlier statement that 
more money per unit must be spent in 
rapid development. This is true, gen- 
erally speaking, but the financial sagacity 
of the operator (as in the case illus- 
trated) may overbalance and offset the 


five successful rural agencies. To make 
the picture complete, old and new busi- 
ness expenses are included—and aver- 
ages, rather than individual agency fig- 


ures—are used. higher costs up to a certain point. For 
° Rural Metropolitan 
: Agencies Agencies 
Old Tnasrante Ihe POs adc vic scs sve ieveckiennsr ees $28,908,000.00 $59,620,000 00 
Arora TO ay. 6s '5.s0.6isjo-5g0:0's bei sin ssesiseiace nee sane s 2,489.00 5,360.00° 
Average Old “Premitim: ger. 8 < o.<.o:0i0 6: 60's: bas wacltaates 28.61 31.67* 
Average Premium per Old Policy..............sseeee 69.61 171.28* 
Cait. ROE TON CNS ois crus wis sais b Adis 319 6 go ok areata 91 1,33" 
Old Expense to Gid Preminm ; ...0.6:.6.06600 0 bie cece ewees 1.302% PLA pe 
New Paid) PrsGeCGOe aio sio-5 Se'svecbawce secant cecsavewsr 5,968,000.00 ee ce 
Average Wwe TORR a o.06 bo ae osse a swndidns sees eh ses 2,571.00 7,641. : 
Average New Premium ner M............-ceeeeceeees 29.37 4 
Average Premium per New Policy.........+++++eeeees 74.97 ee 
Cést. Bre New POMCy 6si6 aca chest Veivs 02s o8-40 000% 10.53 om 
New Expense to New Premium...........0++e+eeeee 14.05% ek 
New: Rpeene. Ser Us oe cksics.s vencewhos saenses seeees 3.92% 2.86% 
Present Value—Return per M. (Excl. per production and 5.00 
unearned or forfeited renewals).........seeeeeeeeees 2.87 . 


*Only four agencies included in average. — 


really rapid development, larger costs 
cannot be avoided. 
The Operator : 

This observation of the part which the 
onerator plays in the expense problem 
gives us the “key” to the situation. 
return to one of my earlier statements— 
in the selection, training, handling an 
financing of the operator rests a large 
part of the solution of. all problems in 
metropolitan development. And it '§ 
unon these tasks that we must close this 
discussion. 

T have frequently said that the hardest 
job in life insurance is that of the agency 
operator and successful operation in a 
ropolitan territory is no job for a little 


These figures would seem to indicate 
that metropolitan development is slightly 
less expensive, bcth in the handling of 
renewal business (with an expense ratio 
of .775% of renewal premiums against 
1.302% for the rural agencies) and in new 
production (11.89% against 14.05%). City 
rents. and clerical salaries are much 
higher but these items are largely offset 
by the lower costs of supervision and 
elimination of travel expense. Then the 
larger ‘:premium unit actually results in a 
lower total cost and, most striking of all, 
the better stability of metropolitan busi- 
ness returns a profit of 75% larger than 
comes from rural business. 

The distribution of new business is also 


interesting: ‘ man. Certainly the onerator should he 
— bh salesman, and in the biggest ae 7 
oe % cies %. word, blessed with enthusiasm anc ¢ pio 
Clerical Salaries and gy, possessing executive ability, busin 7 
Treect dnd Statice ot 768 249 1.660 502 scumen and lots of omens 
: Squiaaiate (3.20: tie: SE othe 8 agency operator must surround 1! 


is with an office and agency force ence 

1.4 Jovalty he can earn and when earned, re 

tain. He should be original and prace 
(Continued on. page 21) 


Losses on Advances.. .162 5.4 050 
Promotional Expenses.. .306 
All other Expenses... .416 


3.064 100,90 3.308 100.0 
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Manager Byron K. Elliott "Tells of Activities 


In his annual report as manager and 
general counsel Byron K. Elliott re- 
viewed the growth of the Convention 
since it was organized twenty-five years 
ago in Chicago. He said in part: 


During the last Convention year the | 


country experienced a severe panic in 
the securities market and the business 
recession existing at the time was in- 
creased until it reached the state of a 
nation-wide depression. A large num- 
ber of the people were forced to fall 
back upon their life insurance for loans 
to cover the reduction in security. values. 
The result was a sudden call upon the 
companies for an immense sum, which 
raised the total of policy loans to over 
two and one-third billions. This call 
was met without delay or difficulty by 
the companies, and life insurance funds 
were rushed to the rescue in many a 
case of tottering financial condition. The 
money available to the public through 
policy loans was in addition to the rec- 
ord sum of $2,197,482,574 paid to policy- 
holders and beneficiaries in 1929, an in- 
crease of more than one hundred and 
forty million dollars over 1928. 


When the excessive demand for pol- 
icy loans subsided the companies were 
immediately faced with the problem of 
saving from lapsation or surrender a ma- 
terial part of their business. Such is 
the most pressing problem confronting 
the industry at this time, and if the rate 
of lapsation of loan-encumbered poli- 
cies in normal times persists during the 
next two years the outlook is for some 
loss of volume. As the year 1929 is re- 
membered as a year of special sales ef- 
fort, so 1930 will be known as a conser- 
vation year. 

There is, however, some reason for 
believing that the policies upon which 
loans were made in the period follow- 
ing last November will not be lapsed or 
surrendered at the usual rate. It is 
thought that the general business depres- 
sion may terminate more quickly than it 
has in similar periods in the past. The 
united attention of all companies focused 
on the problem of saving this loan busi- 
ness has produced progress in the tech- 
nique of handling it. The best brains in 
the industry, with a foundation of past 
experience and the assistance of what 
has been learned in recent years, can- 
not help but be effective. American 
genius has successfully coped with other 
problems as defiant as this one. 


Laws and Legislation 


During the Convention year Congress 
passed only one Act which materially 
affected the companies. A reduction for 
the year of 1% was made in the in- 
come tax rate. The Norris Bill, seeking 
to eliminate diversity of citizenship as 
a ground for jurisdiction of the Federal 
Courts, was reported out favorably by 
the Judiciary Committee of the United 
States Senate, of which Senator Norris 
of Nebraska is chairman, but has not yet 
reached a vote in the Senate. The sum- 
mer has seen the completion of the Fed- 
eral Census of 1930. It is apparent from 
the census figures that the population of 
the United States is increasing at a 
slower rate than it has in the past, and 
it has been observed that this rate is 
likely to continue its decline during the 


_ next decade. 


_ During the year regular legislative ses- 
sions were held in nine states, and since 
the last annual meeting one or more spe- 
Cial sessions have been held in thirteen 
States. No premium tax increases were 
made by the state legislatures in session 
with the ‘exception of South Carolina, 
where an act was passed raising the 
rate from 2 to 2%4%. This act, however, 

as not received the approval or dis- 


Manager and General Counsel of Convention Reviews the 
Work of the Organization and Tells of Important Events in 
the Year Which Have an Effect on the Business Generally 


approval of the governor and has not as 
yet become a law. Mississippi re-en- 
acted its premium tax statute with an 


alteration in the deductions allowed for | 


reinsurance premiums. Proposals for the 
increase of such tax were made in other 
states. Taxation of domestic companies 
was proposed in Kansas and Mississippi, 
and in Kentucky a bill enlarging the 
= of company investments became a 
aw. 

It is apparent that we are facing a pe- 
riod of code revision. Commissions or 
committees are considering either a com- 
plete code revision or a revision of the 
tax laws in many states. At the appro- 
priate meeting of most of these bodies 
the executive office of the Convention 
was represented. It cannot be well pre- 
dicted whether the result of next year’s 
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legislative activities will be good or bad 
for the life insurance companies, but it 
is certain to be a busy year. There 
will be regular sessions of forty-two leg- 
islatures and special sessions of several 
others. 

By the end of September the insur- 
ance departments of twenty-one states 
had issued rulings requiring the adoption 
of a standard disability provision ap- 
proved by the National Convention of 
Insurance Commissioners in Toronto in 
September, 1929, and the balancé have 
approved their use. 


Aviation Rider 


A rider or provision excluding death 
as a result of service, travel or flight in 
aircraft, except as a fare-paying passen- 
ger on established routes, and provid- 
ing for payment of the reserve only in 
case of such death, came up for depart- 
mental attention. Following the decision 
of the New York Court of Appeals in 
the case of Metropolitan Life Insurance 
Co. vs. Conway on January 16, 1930, hold- 
ing such rider not in conflict with the 
incontestible clause, the departments of 
thirty-eight states and the District of 
Columbia have approved its use. Ne- 
braska approves the inclusion of such a 
clause as a policy provision but not a 
rider. Missouri approves with the mod- 
ification that premiums paid instead of 
the reserve shall be refunded to bene- 
ficiaries. Illinois, Michigan, Minnesota, 


North Dakota, Oklahoma, Oregon, South 
Dakota, Texas and Washington have ex- 
pressed their disapproval. The grounds 
for disapproval have been variously stat- 
ed as conflict with either the incon- 
testible clause or statutes prohibiting any 
mode of settlement at maturity of less 
value than the amount insured on the 
face of the policy. Nowhere is there any 
objection raised to the use of such re- 
striction in the disability or double in- 
demnity provisions. Oregon has made 
no ruling that has come to our atten- 
tion. Several of the departments require 
evidence that ‘insured understands the 
restriction. 


The increasing losses from disability 
benefits have been met in two ways by 
the companies. A large majority have 
either doubled .or at least increased the 
premium charges, or have lessened the 
amount of the benefit purchased by the 
former premium. Most of them have in- 
creased the preliminary waiting period to 
four or six months and adopted the oth- 
er prescribed standard provisions. It is 
too early to predict whether the in- 
crease in disability premiums will be 
accompanied by a corresponding increase 
in claims such as has been frequently 
experienced by health and accident com- 
panies following the increase of their 
premiums. 

The year has seen the introduction of 
the “Family Income Policy” and its rise 
to considerable popularity. In recent 
months the number of companies issu- 
ing a policy of this type has growr 
rapidly. Variations have been made in 
the annuity feature and certain new ben- 
efits have been added. With several ex- 
ceptions, departmental attitude, although 
finally determined in but a small num- 
ber of states, has been favorable. There 
has been discernible a marked trend_to- 
ward the less expensive type of protec- 
tion during the first half of the Con- 
vention year. 

In April of this year the American 
Life Convention received a distinct hon- 
or when the president of the Conven- 
tion was elected a director of the Cham- 
ber of Commerce of the United States, 
representing insurance. Prior to his elec- 
tion life insurance had no representation 
whatsoever upon the directorate of the 
National Chamber. 

The operation of the various bureaus 
maintained by the Convention has been 
well supported by the companies. Al- 
though the Investment Information Bu- 
reau, which carries an exchange of fa- 
vorable and unfavorable experience with 
mortgage loan agencies, appraisers, title 
attorneys, inspectors and other agen- 
cies used in the investment of company 
funds, has perhaps not received the at- 
tention of every company, most have re- 
ported with regularity to the Agency Bu- 
reau. Seventy-eight companies have re- 
ported 850 cancellations for cause and 
9,288 cancellations for non-production. 
Those for cause are carded, keyed and 
distributed to member companies. The 
attorneys’ exchange has undergone con- 
siderable expansion. Judging from the 
comments of company officials these bu- 
reaus provide some of the most valuable 
services of the Convention. As their 
value is directly proportionate to the 
number of companies using them, I earn- 
estly request all companies who do not 
do so to participate in their operations. 


American Service Bureau 
The American Service Bureau has had 


another profitable and successful year. 
New branch offices have been added in 
Oklahoma City, Cincinnati and Houston. 
Much of the profits which the Bureau 
has made during the year have been 
ploughed back into the business, and the 
specialized’ life inspection service ren- 
dered by this organization has been fur- 
ther refined. The Bureau’s operations 
are now such that its service is unex- 
celled by any other inspection service. 
Credit for the progress made is largely 
due to the efforts of Lee N. Parker and 
M. B. Cederstrom, vice-president and 
general manager and secretary of the 
Bureau, respectively, and the loyal staff 
of branch office managers and employes. 
Following a recommendation of the 
board of directors, at a meeting last 
year, an assistant to the general mana- 
ger was appointed. Mr. Barrett M. 
Woodsmall has been selected to fill this 
office. The future of the Bureau is ex- 
tremely bright, and the service it can 
render to members of the Convention is 
limited only by the support it receives. 

The Convention is in satisfactory fi- 
nancial condition. During the year we 
collected $82,953.67 and expended $73,- 
982.42 and our financial statement shows 
a balance on hand of $43,137.02, which, 
of course, before collection of the next 
assessment, will be reduced to less than 
$10,000. 

The Financial Section several years 
ago instituted a series of monthly pa- 
pers written by and sent periodically to 
members of the Section. This has been 
continued during the year, and has been 
under the direction of Russell T. By- 
ers of Indianapolis, head of the com- 
mittee appointed by the Financial Sec- 
tion chairman to secure these papers. 
The Home Office Management Section 
has also distributed several papers of a 
similar type on Home Office Manage- 
ment topics. 

In June of this year the Medical Sec- 
tion of .the American Life Convention 
gathered for its twentieth annual meet- 
ing in Colorado Springs. Few meetings 
of any organization have been more suc- 
cessful. Under the expert guidance of 
Dr. Harry W. Dingman of Chicago, 
chairman of the Program Committee, 
a program of great distinction was pre- 
sented before the two hundred ten in 
attendance. The record of the proceed- 
ings of this meeting is an important ad- 
dition in the literature of life insurance 
medicine. 


In my legislative work in the various 
states I have found a spirit of cordial 
co-operation on the part of the Asso- 
ciation of Life Insurance Presidents. 
Earlier in the year a compilation and 
analysis of all workmen’s compensation 
laws, and court decisions and opinions 
on their application to life insurance 
agents, was prepared jointly and distrib- 
uted by the two organizations. 


Many Important Events in Year 


The Convention year now ending has 
seen many events important to life in- 
surance. On a whole the results of the 
year can readily be said to have strength- 
ened the regard of the public for life 
insurance protection. The fact that to- 
tal sales, although slightly ahead of last 
year, at this time, did not make the 
same gain 1929 made over 1928, is a 
factor of no discouragement. Doubtless 
the small gain under the conditions of 
depression is the equivalent of a large 
gain in normal times. It is a matter of 
pride to the industry that it is one of 
the few whose production has failed to 
decline materially. It is not unlikely that 
the business ‘is gathering itself for an 
onward rush during the next period of 
prosperity, and the achievement of an 


(Continued on Page 14) 
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Make Study Of Company Investments 


There was distributed at the American 
Life Convention a book of nearly a hun- 
dred pages which is a study of life in- 
surance company investments and was 
prepared by the American Life Conven- 
tion committee on investments of which 
H. B. Arnold, president of the Midland 
Mutual Life, was chairman last year. 
The book gives a summary of the laws 
governing company investments, the va- 
rious types of securities and goes into 
the subject of farm and city mortgages 
thoroughly, making a very valuable 
commentary and source of information 
on company practice in the mortgage 
field. 

The comments on the laws governing 
company investments are as follows: 


The Laws Governing Company 
Investments 


The laws require that portions of pre- 
miums shall be set aside through a 
mathematical process by which rates of 
mortality are translated into dollar in- 
vestments which definitely assure pay- 
ment of policies at their respective ma- 
turities. In general these funds must 
be increased by compounded interest ac- 
cretions at fixed rates, and from time 
to time as required must be available 
for distribution, without deduction for 
losses or expenses. 


Real Estate 

Voluntary and involuntary acquisition 
of real estate, for the purposes of and 
in connection with the conduct of the 
business, are authorized in all the states. 
Express authority to invest generally in 
real estate is authorized in one state. 
Limitations on the amounts which may 
be invested in home office buildings are 
found in some states, and restrictions 
as to acquisition, tenure and disposal of 
real estate acquired in foreclosure and 
by other means are found in many states. 


Government and Political Division 
Bonds 

The laws of the states universally au- 
thorize investments in federal and state 
bonds. The laws are not always so lib- 
eral as to the governmental obligations 
of our sister commonwealths in Canada, 
although such investments are permis- 
sible in about one-half of the states. The 
bonds of political subdivisions are gen- 
erally authorized, with restrictive pro- 
visions in some states to assure greater 
security. Bonds of foreign countries are 
authorized in fourteen states and pro- 
hibited in thirty-four states. 


Corporation Bonds 

Investments in railroad bonds are au- 
thorized in forty states and prohibited iu 
eight states. Investments in public 
utility bonds are authorized in thirty-six 
and prohibited in twelve states. Invest- 
ments in Federal Land Bank bonds are 
authorized in forty-one states. Invest- 
ments in the bonds of companies gen- 
erally are authorized in thirty-three 
states and prohibited in fifteen states. 
There are numerous restrictions with re- 
spect to the character of the authorized 
bonds and some restrictions as to the 
amounts which may be so invested. In 
some states there appears to be a dif- 
ferentiation between mortgage loans on 
corporate real estate and bonds secured 
' by deeds of the corporation’s property 
to a trustee. 


Stocks 

Under the laws of half of the states, 
companies may either with or without 
restrictions invest in the stocks of par- 
ticular corporations or in corporations 
generally. These restrictions deal with 
the character of the security as to de- 
faults, dividend records, past earnings, 


The Committee On Investments of Which H. B. Arnold Is 
Chairman Brings Out Book With Valuable Information 
About Company Practice in Mortgage Field and Other 
Investments; Contains Summary of Laws Governing 


Investments 


etc., and with the amount which may be 
invested in ratio to the assets of the 
company or in the particular enterprise. 
Mortgage Loans 

The laws of every state authorize in- 
vestments in mortgage loans restricted 
to percentages of from fifty to seventy 
per cent of appraised values, and con- 
tain requirements for fire insurance and 
other measures to assure safety. The 
laws of fourteen states authorize invest- 
ments in mortgage loans, on leaseholds 
of from fifty to ninety-nine years and 
such as are perpetual in character. 

Policy Loans 

Under the laws of every state loans 

may be made upon the security of poli- 
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cies in amounts not exceeding the legal 
reserves on such policies. 
Collateral Loans 

Investments in collateral loans are au- 
thorized in forty-four states, generally 
in securities in which the companies are 
authorized to invest. Loans are author- 
ized in some states without restriction 





on the market value of the collateral, 
and in other states are restricted to from 
eighty to ninety-five per cent of the 
market value of the collateral. 

Bank Acceptances 


_ Companies in fifteen states are author- 
ized to invest in bank acceptances, usu- 
ally ‘restricted to those which Are eli- 
gible for rediscount with Federal Re- 
serve Banks. 
Railroad Equipment Trusts 

Companies in six states are authorized 
to invest in the equipment trust indebt- 
edness of railroads, with restrictions as 
to security, maturities, etc. 

Generally 


Life insurance companies in a few 
states may invest their funds withoui 
statutory restriction or control. 

The attitude of the average life in- 
surance executive is well expressed in 
the words of an executive of wide in- 
vestment experience: “These laws have 
from long experience been recognized as 
necessary, for the funds of life insur- 
ance companies are in the nature of 
trust funds and the beneficiaries should 
have all the protection that the laws can 
give to make them safe, and particu- 
larly to remove them from speculation.” 

Legal restrictions must of necessity be 
general in character, and cannot be a 
substitute for the efficient management 
which is essential to the successful han- 
dling of all investments. Regardless of 
statutory restrictions, some investments 
may be of a character by reason of 
which they should be excluded. Others 
may be of a character which in limited 
degree would be proper if care is used 
in their selection and management. In 
all investments, except perhaps in the 
case of government and state bonds, 
there should be discriminating and con- 
servative selection and a reasonable de- 
gree of diversification; and in their man- 
agement there should be that careful 
watchfulness over the class of securities 
and economic trends which shall continu- 
ously assure the greatest safety and the 
best return, with the least chance of 
loss of principal or income. 

Reserves are trust funds and should 
be invested with the same conservatism 
as should govern the investment of all 
trust funds. 





Cavanagh Discusses Expediting 
The Issuance Of Life Policies 


Federal Life Vice-President Says Proper Training of Home 
Office People and Field Force Engendering Co-oper- 
ative Spirit Is Most Important Factor 


Proper training of the home office or- 
ganization and the field force of the life 
company is the most important factor in 
expediting policy issuance, according to 
L. D. Cavanagh, vice-president and actu- 
ary of the Federal Life of Chicago, who 
addressed the convention on this sub- 
ject. He believes that developing a 
spirit of co-operation and mutual under- 
standing between the home office and 
field will accomplish the desired results. 
The mechanical equipment, in the speak- 


er’s estimation, is entirely secondary. 

Mr. Cavanagh’s remarks, in part, were 
as follows: 

The desirability of “expediting the is- 
suance of life insurance policies” is ad- 
mitted and it seems to be the universal 
desire both of company managements 
and field organizations to reduce to a 
minimum what might be termed the 
“waiting period” between the time the 
application is submitted to the home of- 
fice and the receipt of the policy by the 


agent for delivery to the applicant. 

With this universal desire on the part 
of all who are in the life insurance busi- 
ness the problem resolves itself to that 
of organization, systematizing and train- 
ing. 

Constant Reminders 

The whole office organization of each 
company continually should be impressed 
with the importance of co-operation with 
the field organization and likewise with 
the fact that it is human nature for an 
individual to be reluctant to wait for 
anything after he has once definitely de- 
cided to purchase it. So it is with the 
applicant for a life insurance policy. It 
may have taken considerable sales abil- 
ity on the part of the solicitor to con- 
vince a prospect that he should carry life 
insurance or more life insurance, but 
after the prospect has become an appli- 
cant his mental reaction seems to be en- 
tirely different and sometimes he _ be- 
comes anxious and even irritated if there 
is any delay on the part of the com- 
pany in issuing his policy. 

Having in mind these mental opera- 
tions on the part of the applicant for 
a life insurance policy, no further ar- 
gument or evidence should be necessary 
to inculcate into the home office organi- 
zation the importance of giving prompt 
service in the issuance of policies. It is 
bound to be helpful to the agent because 
it pleases the applicant and in this com- 
petitive age it may relieve the agent of 
some fear that one of his competitors 
may secure the business if the policy is 
not issued promptly by his company. 

Importance of Routine 

After we have educated and trained 
our organization to realize the impor- 
tance of prompt action in the issuance 
of new business the next logical step 
would seem to be that of setting up the 
necessary machinery and routine which 
would enable the company to carry out 
these ideas most effectively. Undoubt- 
edly the routine of handling the issuance 
of new business varies materially with 
different companies and some companies 
may have inaugurated systems in their 
home offices enabling them to produce 
more satisfactory results than others. I 
will of necessity confine this discussion 
to an outline of the methods employed 
by the company with which I have the 
honor to be associated. 

First of all, we try to impress upon 
the members of our field organization 
the importance of accuracy and com- 
pleteness in filling out applications for 
life insurance policies. If the applica- 
tion and the medical examination report 
are complete and without discrepancies 
when received at the home office it need 
not be held up while it is being routed 
through the various departments prior to 
the issuance of the policy. The most 
effective way of causing the agent who 1s 
careless or indifferent in filling out ap- 
plications to be more cautious and care- 
ful in this respect is to. return the ap- 
plications to him, pointing out the omis- 
sions or errors and emphasizing the de- 
lay which has been caused by not hav- 
ing carefully checked the application be- 
fore submitting it to the home office. 

Handling Applications 2 

The next important factor in expedit- 
ing the issuance of policies is to have 
a carefully-planned routine for handling 
the applications after they are received. 
As soon as the application reaches the 
home office it should immediately be 
checked so as to determine whether or 
not it has been completely and correctly 
filled out. By correctly I mean all of 
the questions answered by the applicant. 
If the checking division finds that thc 
application is complete it immediately 

(Continued on Page 26) 
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olicy Form Developments For 1930 


There are two outstanding develop- 
ments this year in the history of pol- 
icy forms, declared Wendell P. Coler, 
secretary and actuary of the American 
Life Convention, in his address before 
the convention. One is the standardiza- 


tion of disability provisions, and the, 


other, the introduction of the family in- 
come policy by the Continental American 
Life. These, said Mr. Coler, represent 
two different trends, the lessening of ex- 
treme competition by state regulation, 
and the development of the business by 
the individual initiative of the company 
managements. 

Mr. Coler’s address was comprehensive 


and illuminating. Some extracts follow: 
Standardized Disability 

There is no need to give in detail here 
the standard disability provisions. You 
are all familiar with them. Apparently 
the process of compromise necessarily 
adopted by the committees in drafting 
these provisions was unfortunate when 
it led to the inclusion of the following, 
as one of those prescribed: “Failure to 
give notice within the time provided in 
the policy shall not invalidate any claim 
if it shall be shown not to. have been 
reasonably possible to give such notice 
and that notice was given as soon as 
was reasonably possible.” Without this 
the courts have been quick to read such 
language into the disability contract. 
The indefiniteness thus made a part of 
the contract is just the opposite of what 
we would expect from “standard” pro- 
visions. I have looked for a movement 
to secure the repeal of this sentence, 
but so far I know of none. 

An attempt is made to allow some lee- 
way to management in the definition of 
permanent disability by permitting a va- 
riation of from four months to not more 
than one year in the requisite period of 
totality but “total permanent disability,” 
as such, is not permitted to be used. 

More Liberal Underwriting 

It is of interest that but few of the 
companies have chosen a period of longer 
than four months—evidently preferring 
to leave without the benefit of disabil- 
ity protection many farmers, school 
teachers, etc, to whom _ disability 
benefits might have been granted more 
freely had it been possible to pro- 
vide that the insured be in reality totally, 
permanently disabled before becoming 
entitled to benefits. Not only would 

nore liberal underwriting have been pos- 
sible, with a more strict definition of 
total permanent disability, but a consid- 
erably lower premium would have proved 
adequate. This would have resulted in 
a lessening of the sharp adverse selec- 
tion which may be expected under the 
present standard provisions. 

The standard provisions set up as time 
criteria the date of “written notice of 
claim’—not of “proof of claim.” This 
will lead to the pendency of many claims 
of uncertain validity. Seemingly the in- 
terests of the policyholder whether based 
upon fact or fraud may be preserved in- 
definitely by the filing of “notice” un- 
substantiated by “proof.” Some compa- 
nies have provided that proof must be 
furnished within a limited time after no- 
tice and at least one state has ruled, T 
understand, that such a provision must 

€ accompanied by an agreement that 
failure to file proof within the time limit 
thus provided shall not invalidate any 
later claim. 

, To me the.“permitted” provisions lead- 
ing to the most complications are Nos. 
13 and 14, which are as follows: “13— 
That in the case of endowment policies 
Or deferred. annuities income payments 
shall be made. during the continuance of 
disability after maturity, provided disa- 


Wendell P. Coler, Secretary and Actuary of the American 
Life Convention, Reviews Current Trends; Finds Stand- 
ardization of Disability Benefits and Introduction of 
Family Income Contract Most Important Innovations 


bility occurred prior to maturity and 
prior to the insured’s attaining age 
sixty.” “14—That in the case of endow- 
ment policies or deferred annuities ma- 
turing at an age not greater than sixty- 
five, disability benefits shall be allowed 
up to the date of maturity, in case the 
disability occurred after the insured at- 
tained age sixty, but before the date 
of maturity.” It is easy to understand 
the reason for this paragraph, for nearly 
all companies allowed a life disability an- 
nuity in connection with short term en- 
dowments such as a 20-year endowment. 
Complications 

It is when taken in combination with 
endowments at age 65 and deferred an- 
nuities that complications arise. In case 
of disability occurring -before age 60 the 
disability annuity is usually for life, and 
in the case of a deferred annuity the 
income under the annuity policy is added 
to the disability annuity beginning at the 
maturity date. But if the disability does 
not occur until after age 60 the disa- 
bility annuity must cease at the maturity 
date. Here is a complication which will 
be difficult to explain to the insuring 
public. It has already led to three 
methods of handling the matter. (1) 
Some. companies provide that disability 
must occur before age 60 to entitle one 
to benefit, regardless of form of policy; 
(2) Others provide that the disability 
annuity will cease at the maturity of the 
policy, whether disability was incurred 
before or after age 60 when the bene- 
fit is promised in connection with -an 
endowment at 65 or a deferred annuity 
maturing at age 65; (3) Yet others pro- 
vide that if disability is incurred prior 
to age 60 the disability benefit will be 
payable for life, but if it occurs after 
age 60 the benefit will continue only 
until the maturity of the policy. I prefer 
the second plan for such policies as the 
endowment at 65 or a deferred annuity 
maturing at age 65, believing that the 
disability annuity should cease at ma- 
turity no matter when the disability is 
incurred. 

As has often been said, disability in- 
surance is indemnity insurance. It is 
supposed to substitute an income from 
the insurance company for the loss of 
the earned income due to the total per- 
manent disability of the insured. Our 
benefits as now promised do more than 
this. They provide not alone for the 
replacement of the earned income which 
usually ceases after age 60 or 65, but 
promise a deferred life annuity begin- 
ning at the end of the normal earning 
period. Some may say that this de- 
ferred annuity has but a small value, due 
to the heavy death rate of those recent- 
ly disabled. Sharp as this loss is, it is 
not nearly so severe as superficial think- 
ing may lead one to believe. It is true 
that there is a heavy death rate among 
those disabled by tuberculosis and that 
so far many companies have experienced 
but few disability claims caused by other 
than tuberculosis. This will not con- 
tinue. Those disabled at the older ages 
frequently will live longer than those dis- 
abled at the younger ages. If disability 
annuities were all temporary to age 60 
or 65 and it was not possible to secure 
an old age benefit under the guise of 
a disability benefit, the disability busi- 
ness, then being purely an indemnity 
business, would be much easier to han- 
dle. 

Policies Restricted to Units Larger 

Than $1,000 


One of the outstanding «developments 


in 1930 was the number of companies 
issuing policies known as preferred risk 
policies or at least policies issued for 
some minimum amount like $2,500 or 
$5,000. It seems to me that this is a 
very logical development. I do not 
agree with the interpretation of the law 
that in order to avoid the charge of dis- 
crimination such forms must be pre- 
ferred risk policies. It is logical to give 
the purchaser of a larger amount of in- 
surance a quantity discount just as there 
is a justifiable ‘difference in freight rates 
between carload shipments and less than 
carload shipments. I think that this 
quantity discount should be allowed on 
all forms of protection. One of the rea- 
sons that there has been such a tendency 
to write expectancy term and ordinary 
life policies is that so many companies 
have confined their so-called preferred 
risk policies to these plans. I look for- 
ward to the time when: we shall see 
other policy forms issued with a $2,500 
or $5,000 unit, or minimum. In England 
some companies charge a certain pre- 
mium for the first £250 and a reduced 
premium for other £100 units included 
in the same policy. 


Expectancy Term Plan 


The psychology of the bull market 
probably justified the issuance of the 
expectancy term plan for business men. 
The disappointments inherent in this 
plan will doubtless be fewer because of 
the limitations as to minimum amounts 
imposed by most of the companies. 


We must not forget that policies of 
this kind have but small surrender val- 
ues and consequently will be subject to a 
much greater degree of adverse selection 
than other forms. When there is a sub- 
stantial cash surrender value, observa- 
tion shows it is the careless needy in- 
dividuals who surrender. They exercise 
a selection which is favorable to the in- 
surance company. Not so with term in- 
surance. Here there are but small, if 
any, surrender values. The more provi- 
dent of those insured and those better 
able to care for themselves tend to lapse 
term policies and replace them with more 
permanent fofms—frequently in a differ- 
ent company. Of course, if they are im- 
paired they will retain their term insur- 
ance. This tendency is especially preva- 
lent among those holding yearly renew- 
able term policies—that purest of pure 
protection form which has never been 
made to work successfully on a large 
scale. While the constant increase in 
premium is absent with the expectancy 
term, yet the selection due to lapse will 
be always present and will be greatly 
accentuated at the end of the term if 
the option is allowed of continuing at an 
increased rate. Desirable as it may be 
to afford everyone an opportunity to 
carry a larger and more ample amount 
of protection, yet account must be taken 
of the business infirmities and lack of 
ability to save and invest so widespread 
among our public. 


Family Income Plan 


The story of 1930 would not be com- 
plete without a discussion of the fam- 
ily income plan introduced by the Con- 
tinental American Life of Wilmington, 
Del. So many companies have adopted 
this plan, some with a few minor varia- 
tions, that next to the standardization 
of disability provisions it is the outstand- 
ing policy development of 1930. 


Early in the year the Continental 
American advertised the so-called family 


income plan. This policy provides when 
issued in $10,000 units on the 20-year 
plan, in the event of death of the in- 
sured within twenty years of the date of 
the policy, for the payment during the 
balance of such 20-year period of an in- 
come of $100 per month to the benefi- 
ciary. At the end of the income period 
the face amount of $10,000 is payable to 
the beneficiary in a lump sum. In 
event of death after the end of the in- 
come period the policy is payable at its 
face amount—$10,000. The income pe- 
riod may be varied, running all the way 
from 10, 15 and 20 years to such a time 
that the insured would have attained the 
age of 62 or 65. Some companies issu- 
ing this plan on the participating basis 
have provided for the application of di- 
vidends at the option of the insured to 
purchase term insurance for one year, 
thus providing a so-called clean-up fund. 
Other companies operating on the non- 
participating basis have added $1,000 of 
term insurance to provide this clean-up 
fund. The plan as originally brought out 
by the Continental American was a com- 
bination of a reversionary, temporary an- 
nuity certain and a flat amount of life 
insurance. This results in the furnish- 
ing of a decreasing amount of protec- 
tion for the period chosen by the appli- 
cant, whether it be 10 or 20 years or 
some other term, all to be paid for by 
the insured at a level premium. Other 
companies have provided for the pay- 
ment of the extra premium for the de- 
creasing term insurance during the spe- 
cial income period only. In this case 
the premium reduces to the ordinary life 
premium at the end of income period. 
With the Bankers’ Life and the Massa- 
chusetts Mutual Life this extra premium 
during the income period is a_ level 
amount. In the case of the Pilot Life, 
it is a decreasing amount. By far the 
largest number of the companies, how- 
ever, have issued the family income plan 
in accordance with the original scheme 
of the Continental American with a level 
premium. 


In England, I am told that the sale 
of reversionary annuities is common, 
these providing for the payment of an 
annuity for the life of the beneficiary 
beginning at the death of the insured. 
A few companies offer this form in this 
country. The family income plan has 
certain attributes of the reversionary an- 
nuity plan and seems to be better suited 
to American conditions. The North- 
western National Life has gone a step 
further and is issuing a reversionary an- 
nuity certain, payable from the time of 
death of the insured until the date on 
which the insured would have become 
60, 65 or 70 years of age had he survived. 
This policy does not provide any sur- 
render values. 


The only reason that I have heard 
given that the popularity of the family 
income plan will not continue is that it 
necessarily provides small cash values 
and that, therefore, it will not continue 
long to be salable. To my mind, this is 
one of the strong arguments for this 
plan. I hope that it will educate Ameri- 
cans away from their worship of the 
fetish of cash values. 





Armstrong and 
Jaeger Officers of 
Agency Section 


‘Chicago, Oct. 1—At a meeting of the 
Agency Section of the American Life 
Convention H. H. Armstrong, vice-presi- 
dent of the Travelers, was elected chair- 
man and W. W. Jaeger, vice-president 
and director of agencies of the Bankers 
Life of Iowa, was elected secretary. 
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Agency-Minded Medical Department’s 
- Value Lies In Effect Upon Morale 


Dr. Lawrence G. Sykes, Connecticut General Medical Director, 
Says Medical Men Must Convince Fieldmen That They 
Are Interested in Aiding Them; Agents Will Not Then 
Dispute Rejections; Says Medical Directors Should 

Be Well Trained Expansive Types 


The value of an agency-minded medi- 
cal department lies primarily in its effect 
upon the morale of the organization, 
declared Dr. Lawrence G. Sykes, medi- 
cal director of the Connecticut General 
Life, in his address before the Conven- 
tion. There is probably no single fac- 
tor of more lasting importance to any 
company, large or small, than the morale 
of its agency force, the speaker said. 

In the course of his remarks, Dr. 
Sykes referred to the pertinent remark 
of an outstanding general agent, who 
said: “When an agency staff is con- 
vinced that the medical department is 
trying to help them produce, then re- 
jections become a matter of routine and 
properly given out they become educa- 
tional. The more an agent knows about 
the importance of facts and how to get 
them, and the better his education, the 
less trouble the medical department and 
agency department have with him and 
the more time is left for constructive 
efforts, which is the getting of new busi- 
ness. If there can be a closer tie-up, 
I fail to see it.” Dr. Sykes emphasized 
the importance of medical directors look- 
ing at problems from the standpoint of 
the fieldmen; said that the medical de- 
partment can be a strong link with the 
field in handling production. 

Extracts from the medical director’s 
address follow: 

Recognizing Field Problems 

In the developing of an agency-minded 
medical department, many factors go into 
the making of the picture. One of the 
most important factors involved in this 
picture is the understandings of the field 
problems. Much of the friction that is 
developed between the field and the 
home office medical department arises 
because there is a lack of understanding 
on the part of the medical department 
of the problems confronting the field 
force and the lack of appreciation of 
the value of psychology in dealing with 
these forces. There is not necessarily 
a lack of desire to co-operate, but fun- 
damentally a lack of understanding. It 
is the natural reaction to oppose that 
which one does not understand. It is 
difficult to visualize what a given com- 
mission means, which is counted upon 
to feed and clothe a family, if one has 
never sold on a commission basis. With 
any failure in this understanding, it is 
difficult to expect co-operation. Agency 
men of standing feel that home office 
medical officers fail, or do not choose 
to face the fact that they are dealing 
constantly in human personalities, wheth- 
er dealing with applicants or agents, 
either through correspondence or direct- 
ly. In such dealings there is no place 
for personal likes or dislikes. The op- 
portunity for education in fundamental 
underwriting principles is all too fre- 
quently missed by the manner in which 
correspondence is handled in disposing 
of unfavorable cases. It must be re- 
membered that while it is a case to the 
home office official, it is something of 
far greater importance to the applicant 
and agent. While I realize that this is 
difficult, owing to the pressure of busi- 
ness, it is unfortunate that all too fre- 
quently this has become a routine form. 
Nevertheless, the net result in effect may 
be costly. It is easy enough to ask for 
further observations from the home cf- 
fice of whatever kind, but from a prac- 
tical angle, not as easy to secure in the 
field. However, if we sell the idea that 
it is to enable us to ascertain whether 
we can issue standard insurance instead 


of substandard, or substandard instead 
of declining outright, the agent is anx- 
ious to co-operate. The men in the field 
must feel that the men who are passing 
upon risks have the capacity to extend 
their vision beyond the confines of the 
home office and be comprehensive, espe- 
cially. in their sympathy with the real 
problems which daily confront the agen- 
cy force as well as the oft-mistaken no- 
tions which may take possession of 
agents. 


Officials 

The endeavors of every life insurance 
company are directed into two main 
channels—that of administration and 
conservation, and that devoted to pro- 
duction. It is reasonable to suppose that 
the best type of mind suited for conser- 
vation is not always fitted for being 
equally agency-minded. Home office of- 
ficials dealing in any way with produc- 
tion, should be individuals of the ex- 
pansive type, as described by Overstreet, 
the eminent psychologist. He states, 
“His business to hini is chiefly a means 
whereby he can function in a manly, in- 
teresting and worthwhile way. He takes 
pride, not in accumulations, but in those 
of his achievements which have really 
pushed things ahead in his world. He 
welcomes co-operation, is eager for new 
ideas, inventive, generous in give and 
take. He is serviceable, not because it 
is demanded of him as a duty, but be- 


“Expansive” 


cause.,he honestly enjoys contributing to 
the welfare of the world. The doors 
of his home are wide open to people and 
ideas. He is widely interested in hu- 
man affairs. Life for him is a joining 
in with the fine human adventure.” 

It is necdless to comment that the 
agency-minded medical department must 
be composed of the expansive type of 
individuals, for I believe that this type 
is the one that will be an asset to any 
department handling production and not 
the contractive type. In addition, it is 
more important that the best trained 
physicians should be selected for medical 
department home office work, for today 
it is necessary to be fully aware of the 
latest advancements in medicine and 
sound clinical judgment is a necessity. 
The medical officer is a specialist, just 
as the life insurance salesman is a spe- 
cialist. His problems differ from those 
of other medical men. He deals with 
groups, not individuals. His problems 
are statistical and human, rather than 
individual or physiological. He must be 
safe and judicial, rather than technically 
scientific. In case of doubt he must 
take the middle ground. His success will 
depend upon his ability to obtain, to re- 
view and weigh evidence, upon his will- 
ingness to be guided by fact rather than 
impression, upon reciprocal confidence 
which he feels and inspires in those with 
whom he is working, and his willingness 
to appreciate another’s point of view. 


Helping New Agents 


The medical officer of the expansive 
type is a real asset at agency meet- 
ings. He can explain many puzzling sit- 
uations in selection and underwriting, 
which confront the new agents particu- 
larly, which are genuine sales obstacles. 
In dealing with a keen group of sales- 
men, as our agents are, a very definite 
degree of salesmanship is required on 
our part. In fact in all of our dealings 
we have a definite selling problem. If 
we cannot justify our stand to our field 
representatives, it does not make for co- 
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operation and understanding. It is my 
firm conviction that unless we can sell 
the reasonableness and justice of our 
requirements, our requirements must be 
wrong. We have a responsibility as 
salesmen in dealing with salesmen, to 
place in their hands sales arguments, so 
that they may go to their applicants and 
prospects, fortified to accomplish and 
sell the necessary requirements that we 
set forth. 

The value of an agency-minded med- 
ical department lies primarily in its ef- 
fect upon the morale of the organization. 
There is probably no single factor of 
more lasting importance to any company, 
large or small, than the morale of its 
agency force. In the opinion of another 
of the country’s outstanding general 
agents: “No department of any company 
can affect the morale of the agency force 
more frequently and forcibly than the 
medical department.” As he points out, 
the world war brought the meaning of 
morale to our consciousness, both posi- 
tively and negatively. In one instance, 
the constant efforts made by the Allies 
that soldiers and civilians might be of 
good cheer. Negatively, the Russian col- 
lapse of morale was the most striking 
example on a large scale. This opinion 
has been expressed to me by many other 
agency leaders and I am convinced from 
my experience that there is an enor- 
mous opportunity to be a real friend to 
the man in the field. We can remove 
many disturbing obstacles from his path 
by seeing his task and work from his 
viewpoint. We can help in agency meet- 
ings, not by preaching, but listening to 
their problems and counseling with them 
by getting them to talk. 


In closing, the value of an agency- 
minded medical department lies in the 
assistance it gives in building and in 
maintaining the morale. 





Elliott’s Report 


(Continued from Page 11) 


annual gain such as we have never seen 
before. 


Life insurance has stood through the 
period of depression like the house which 
is “builded upon the rock.” As the re- 
cession of tidal waters discloses the sol- 
id foundation upon which they rest, so 
the periodic ebb and flow of prosperity 
reveals the sound basis upon which the 
institution of life insurance is built. 

I cannot close my first annual report 
without a few words of appreciation. 
Coming as a new man to the American 
Life Convention and wholly unacquaint- 
ed with the inside of the business, | 
have met a fine cordiality and spirit of 
assistance among the members, and I 
have received the utmost co-operation 
and guidance from the president and 
Executive Committee. I have been im- 
pressed again and again with the firm 
loyalty to the Convention, and the spirit 
of cordial good fellowship among the 
members. My debt to Claris Adams 1s 
great. At the time he laid aside the 
mantle of Convention office he performed 
every service that was humanly possible 
to insure the new administration a suc- 
cessful start, and he has continued dur- 
ing the year to serve the Convention in 
many ways. He has always been ready 
with advice and information as to former 
Convention custom. 

It has been a source of great pleasure 
to have associated with me Wendell P. 
Coler as secretary and actuary of the 
Convention. Mr. Coler is a distinguished 
actuary and a man of foresight and clear 
judgment. 

Some comment is also due from me 
upon the services rendered during the 
year by Ralph H. Kastner, attorney for 
the Convention, who, in his work on the 
legal and legislative bulletins and law 
digest cards has exhibited great indus- 
try and knowledge of legal subjects. 
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Merriam Cites Mortgage Types 
Best Suited For Investments 


Franklin Life Vice-President Points Out that Intangible Values 
Should Not Be Given Too Much Consideration; Describes 
Types of States and Cities Which Are Best Loan Fields 


In his discussion of the types of city: 


mortgages best suited for life insurance 
investments, A. O. Merriam, vice-presi- 
dent of the Franklin Life, pointed out 
to the Convention that in selecting in- 
vestments, not too much consideration 
should be given to intangible values, 
such as good will, etc. The best suited 
city types have characteristics in com- 
mon; are, without exception, represented 
by real property, either privately or pub- 
licly owned, and are today tangible with- 
out reference to accession, accretion or 
enhancement of value. Tips on the se- 
lection of types of states and cities were 
also given by the speaker. 

Mr. Merriam’s address, in part, fol- 
lows: 

In discussing the topic assigned I de- 
sire to do so in a spirit of optimism. I 
want to refrain from drifting into a 
pessimistic or disconcerting attitude to- 
ward present day conditions. We must 
bear in mind, however, that an invest- 
ment which seems to be satisfactory in 
every way today, may be in distress to- 
morrow with thirty-five or forty per cent 
added to the original amount and the 
security neglected and depreciated. In 
considering the field for loans we must 
select a state with satisfactory loan 
laws. Just and moderate laws for taxa- 
tion are important. We should avoid 
states with too stringent loan laws and 
with too liberal exemptions, and also 
those having too cumbersome and bur- 
densome foreclosure requirements and 
too long redemption periods. Laws and 
requirements intended to be beneficial 
to the borrower do not always work to 
his interest for they sometimes exclude 
the outside investor and limit the bor- 
rower to local capital. Local lenders may 
sometimes be willing to acquire prop- 
erty through foreclosure, but, barring ab- 
Normal exceptions, this is not so with 
outside lenders. Too high taxation by a 
state places an added burden on the 
borrower, for as we are well aware, 
“Jones pays the freight.” 

It is evident that money seeks hos- 
pitable fields for its activities. We must 
select cities of attractive location, hav- 
ing natural advantages, and which have 
developed in size to a satisfactory popu- 
lation of, say, twenty-five or thirty 
thousand, or more. They should have 
Various industries, and if possible, sub- 
Stantial agricultural surroundings. In 
general, they should be of mature age 
and their growth should have been steady 
and moderate. Other points such as 
city government, tax laws, manner and 
quality of tax assessment, and record as 
to the payment of municipal obligations, 
might be mentioned. Geographical loca- 
tion is also an important consideration. 

Comparisons Important 

It is often advisable and always inter- 
esting to compare the rental values of 
a city under observation with those of 
other cities with which we are familiar. 
And no doubt each of us have noticed, 
in making an inspection in some particu- 
lar city, that there has been overbuild- 
ing, not only of office structures but 
also of apartments and residences. A 
Situation of this sort should at once put 
us on our guard. 

It is unwise to assume a tone of au- 
thority on this subject because invest- 
ment standards are subject to change, 
Sometimes abruptly. Types of buildings 
change rapidly and often there is a sud- 
en change in the demand or preference 
€xpressed by the population. 

t is interesting to note that life com- 


panies have had different experiences 
with similar types of investments, which 
fact may perhaps be due to differences 
in the talent, training and experience of 
the investment officials; differences in 
equipment for investigating investments; 
differences in geographical location, and 
other causes. Cities themselves differ 
widely and often there is promise of an 
immediate transition from a known con- 
dition to something new and unfore- 
knowable in city development. Pru- 
dence, therefore, urges us to assume a 
conservative point of view and select 
the type and kind of city investment that 
is good in most cities and least apt to be 
affected by changes. 
Common Characteristics in 
City Investments 

The types of city investments best 
suited for life insurance companies at 
the present moment have characteristics 
in common. Without exception they are 
represented by real property, either pri- 
vately owned or publicly owned, and are 
today tangible without reference to ac- 
cession, accretion or enhancement of 
value. Not too much _ consideration 
should be given to intangible values such 
as good will, etc. Appraisals should be 
made on ability to produce revenue. 
“What is the rental income?” is ever a 
pertinent query. If the property is not 
a business property what income does it 
command that is equivalent to rent? 

Properties should be judged on a con- 
tinued utility basis as opposed to tem- 


porary utility, and they should also be 
judged on a multiple utility as opposed 
to a restricted utility basis. Their use- 
fulness should not be of a seasonable 
nature, nor depend upon style or mode. 
Those factors which make for perma- 
nence of use and stability of rent pro- 
duction are highly important. 


Land 


The land representing all or part of 
the city investment is one of the funda- 
mental factors upon which safety de- 
pends. Its location must be desirable 
for the purpose to which it is devoted, 
and attractive for other purposes in case 
of necessity. It should be in continued 
demand as a business or rent producing 
site. Its marketability and its accessi- 
bility to public utilities and improvements 
must be kept in mind. It must also be 
accessible to the public and to its par- 
ticular market. The land must repre- 
sent a fair and proportionate amount of 
area devoted to the same purpose in its 
neighborhood or territory, because too 
much land devoted to one purpose de- 
feats the purpose, and too much concen- 
tration of purpose localizes and restricts 
production and expansion. It must rep- 
resent a fair and proportionate part of 
the area devoted to business or produc- 
tion purposes with direct reference to 
the population which has access to it 
and to the wealth of that population. It 
must represent in area adaptability and 
convenience the average of the prosper- 
ity of the city which can be relied upon 
to absorb its output whatever the nature 
of that output may be. At least it should 
represent neither the maximum nor the 
minimum of land devoted to its purpose 
in its city unless there is an unques- 
tionable demand and market for devel- 
opment in its particular field. For in- 
stance, land occupied by theaters, hotels, 
office buildings and the like illustrate 
what I mean. It seems fair, therefore, 
to conclude that present actual utility 
values form the best basis for apprais- 
ing land. 





Aldrich Discusses Surrender Of 
Insurance Policy By Assignee 


General Counsel, American Life of Detroit, Says Great Con- 
flict of Authority Arises as to Rights of Parties in 
Relation to Assignments on Certain Policies 


Fred H. Aldrich, general counsel, 
American Life, discussed the complica- 
tions concerning surrender of policies by 
assignee when insurance is payable to 
person other than insured, with right ta 
change beneficiary. Part of his talk 
follows: 


Stated in a general way the insured 
may assign whatever interest he may 
have in the policy. If the insurance 
is payable to the estate of the insured, 
then he has the undoubted right to make 
an absolute assignment of his policy. If 
the insurance is made payable to some 
other person than the insured, without 
the reserved right to change the bene- 
ficiary, the courts have held in some in- 
stances that an assignment by the in- 
sured without the consent of the bene- 
ficiary would be void. 

Where the insurance is made payable 
to some person other than the insured, 
with the right to change the beneficiary, 
there is a great conflict of authority as 
to the rights of the parties in relation 
to assignments. The conflict arises quite 
largely over the question as to whether 
the beneficiary has a vested interest that 
may be divested by a change of benefi- 
ciary, or if the interest is simply a mere 
expectancy which becomes effective only 
upon the death of the insured. Where 
it is held that the beneficiary has a 


vested interest, the courts have held that 
he has a sufficient interest in the policy 
to give him the right to require that the 
act of any other party which will affect 
his interest shall be done substantially 
in accordance with the provisions of the 
policy. This proposition is sustained by 
many authorities, but even in cases 
where the court has held that the bene- 
ficiary has an interest that cannot be 
divested, except in the manner provided 
in the policy, it has been held that the 
insured may assign his rights separately, 
consisting of the duties of paying the 
premiums and the privileges of chang- 
ing the beneficiary without his or her 
consent, and that the beneficiary could 
assign his or her rights as beneficiary 
separately, or both could assign all of 
their rights in a transaction to which 
they were both parties. 

Beneficiary’s Right 

Whether it is held that the right of 
the beneficiary is a vested right or oth- 
erwise, the beneficiary may join with 
the insured in assigning the policy and 
such assignment would be valid, unless 
in those jurisdictions where it is held 
that the beneficiary has a vested interest, 
when it might be held, as it has in cer- 
tain instances, that if the money pro- 
cured from an assignment of the policy 
was for the purpose of paying the debt 
of the husband of the beneficiary, who 
was the insured, that she was binding 


her separate estate for the payment of 
her husband’s indebtedness, and that 
therefore such an assignment would be 
void. 

Where it is held that the beneficiary 
has no vested interest and the court 
holds that the signature of the wife 
would be a nullity, if it bound her estate 
to pay the debt of her husband, the 
court has held that inasmuch as she Had 
no vested interest in the policy, the as- 
signment was valid for the reason that 
it would have been perfectly good with- 
out her signature. In certain jurisdictions 
where it is held that it is necessary that 
there should be a change of beneficiary 
in order to divest the named beneficiary 
of his interest it has been frequently 
held that the assignment of the entire 
policy is in effect a change of beneficiary. 

The fact that a policy may, in case of 
loss, be worth a very large amount of 
money, while its cash surrender value 
at the time of default may be a small 
sum, has given a great deal of trouble 
to both the insurance companies and the 
courts. The courts. have hesitated to 
enforce what they called a forfeiture by 
reason of some slight neglect on the 
part of the person who should pay the 
loan or should pay a premium to keep 
the insurance alive. 

In ordinary cases the assignee is not 
likely to pay premiums upon the policy, 
and if he fails to do so, and the policy 
lapses, he would be entitled to receive 
the cash surrender value less any 
amounts owing to the insurance com- 
pany. 

Extent of Interest Assigned 

Frequently a policy of insurance is 
assigned to secure the payment of an 
amount far in excess of its value, i. e., 
its cash surrender value. Such would be 
the case where one relying upon the 
ability and integrity’of the insured him- 
self to perform an obligation, should re- 
quire him to be indemnified, for the 
failure to perform such obligation by 
reason of the death of the insured. In 
a case of this nature, the cash surren- 
der value of the policy might have very 
little relation to the importance of the 
obligation to be performed. 

Usually, where policies are assigned to 
others than the insurance companies in 
which they are written, they are to se- 
cure an amount in excess of their cash 
surrender value. The insurance company 
itself will likely make a loan of either 
the cash surrender value or of a sum 
approximating the same, while an ordi- 
nary money lender, if he looked to the 
actual value of the policy as his collater- 
al, would advance a much less amount. 

In all cases the chief interest of the 
insurance company is to pay over any 
amount due upon a loss under a policy 
of insurance or upon a surrender by a 
person authorized to make the same to 
the party or parties entitled to such pay- 
ment without loss or litigation. Inas- 
much as the insurance company is car- 
rying on its business for the purpose 
of performing useful service to the com- 
munity in which it does business, it 
will aim to preserve the insurance and 
not compel a forfeiture unless it shall 
be necessary for it to do so in order 
to avoid loss. The insured, or person 
procuring the insurance, is the client of 
the company, and it should attempt, so 
far as possible, to carry out the inten- 
tion of the person procuring such in- 
surance. 

Uncertainty Over Beneficiary 

At times great uncertainty arises as 
to the proper person to receive the 
amount payable. If there are several 
persons, each seeming to have a color 
of right, the matter may usually be 
solved by filing a bill of inter-pleader, 
paying the amount into court, and as- 
suming the attitude of an impartial by- 
stander, while the contestants proceed 
to litigate their respective rights among 
themselves; but sometimes it is not pos- 
sible to get the potential contestants be- 
fore the court. All those -who might 


be thought to have an interest might 
(Continued on Page 22) 
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Diversified Investments Seen 


As Necessity By G. W. Baker 


Travelers Assistant Treasurer Thinks Moderate Amount of 
Common Stocks Is Permissible for Life Companies to 
Hold; Time to Buy Is When Current Income 
Rate Is Satisfactory 


The address of Gladden W. Baker, as- 
sistant treasurer, Travelers, on “The 
Value of Diversified Investments,” at- 
tracted considerable interest when it was 
delivered before the financial section of 
the American Life Convention on Wed- 
nesday. In it Mr. Baker ably demon- 
strated why the investments of life in- 
surance companies should generally con- 
sist of securities having a fixed rate of 
interest and a definite maturity date. 

“Nothing is more certain than that 
the company will be called upon some 
day to fulfill its contracts,” he empha- 
sized, “and the time when it will be so 
called upon is reasonably sure, based on 
the probabilities of death and the hap- 
pening of the other contingencies against 
which contracts are written. Between 
now and then, sufficient funds must be 
accumulated to meet the payments which 
will be required. Moreover, when the 
claims come in, the principal to meet 
them must be intact, without chancing 
the vagaries of a market which at that 
time may not be willing to absorb se- 
curities with no definite maturity.” 

Protection of Dependents 

In developing his talk Mr. Baker 
pointed out that protection to one’s de- 
pendents and assured provision against 
adversity are still probably the most im- 
pelling motives in the purchase of life 
insurance. In his opinion a policyholder 
does not expect to secure this vital pro- 
tection through allowing his funds to be 
handled by a company organized to trade 
in securities; nor, on the other hand, if 
he desires participation in the ups and 
downs of security speculation, will he be 
apt to seek out the services of a life 
insurance agent. “The policyholder ex- 
pects a life insurance company to pay 
him or his beneficiaries a given number 
of dollars, and he therefore wants to have 
his contract in a strong company,” said 
the speaker. 

Wide Diversification Necessary 

It was stated emphatically by Mr. Ba- 
ker that in order to obtain safety of 
principal and a satisfactory income upon 
accumulated funds, company investments 
should be widely diversified. The spread- 
ing of risks and losses inherent in any one 
type of investment was cited as the most 
obvious result to be obtained through di- 
versification of investments, and in this 
connection the speaker suggested that 
the investment risks of life insurance 
companies should not be dependent upon 
the prosperity of any one industry or sec- 
tion of the country. 

By diversifying investments, he ex- 
plained that companies are able to spread 
the maturities of funds invested to take 
advantage of the changes in the general 
trend of interest rates. “The invest- 
ment manager must of necessity under- 
take to arrive at some idea as to the 
general trend of the interest rates. If 
it seems likely that during the years 
immediately ahead interest rates will 
decline, then he will make investments 
for a long term, and so avoid the neces- 
sity of reinvestment after a few years 
at lower rates. Conversely, if interest 
rates are rising, he will invest for a 
short term and so have his funds back 
in hand at a time when he can invest 
them to better advantage.” 

Marketability Urged 

A third important result of having a 
diversified list of investments enumerated 
by Mr. Baker was that of marketability. 
This characteristic of an investment was 
termed important because of the 
changes which have taken place in the 
character of the life insurance business. 


“Provision for paying monthly income 
in case of total and permanent disability 
and for paying double indemnity in case 
of accidental death have so expanded the 
scope of the business of life insurance 
companies,” he said, “that it is desirable 
to have the reserves held against such 
risks invested in the liquid manner re- 
quired for a casualty company.” 

The experience of many life insurance 
companies during the past twelve months, 
it was explained by Mr. Baker, shows 
clearly the advantage of having a sub- 
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stantial part of reserves invested in sale- 
able bonds. 
Common Stocks As Investments 

In touching on the subject of common 
stocks as a part of life insurance invest- 
ments, Mr. Baker said that a careful con- 
sideration of the various factors involved 
seems to indicate that a moderate amount 
of common stocks is permissible for life 
insurance companies. It was his opinion, 
however, that the very large advantage 
claimed for common stocks over bonds 
held during a long period of years would 
not in practice have been fully realized 
by most well-informed and skillful in- 
vestors. Any common stocks held should 
be carefully chosen and_ constantly 
watched, it was advised, since the point 
of view of the investor has changed from 
that of a creditor looking principally for 
safety and regular income to that of a 
part owner considering future possible 
increases in income as well as past per- 
formances. Continuing he said: 

“Advocates of the common stock have 
developed an interesting case. We are 
told, in brief, that inventions of far- 
reaching importance, combined with 
sounder and more professional manage- 
ment, have resulted in a superior tech- 
nique of production; reduction in costs 
and the higher level of wages have given 
an increased standard of living, so that 
the normal tendency in American life is 
to have an increasing population with an 
insatiable demand for goods and serv- 
ices; credit conditions have become more 
stabilized under the Federal Reserve 
System; abundance of easy credit has 
made it possible for many of the large 
corporations to free themselves entirely 
from funded debt, so that dividends on 
their common stocks are less apt to in- 
terruption during periods of adversity; 


the holder of common stocks is insured 
against fluctuations in purchasing power, 
since during a period of rising commodity 
prices earnings of many corporations 
tend to increase and dividends are enough 
larger to insure the stockholders an un- 
diminished buying power. In short, a 
‘new era’ in investments is here. 
The Time to Buy 

Industries in which investment in com- 
mon stocks is most suitable were given 
as those making an essential product or 
rendering an essential service, and pref- 
erably those whose products and services 
are purchased daily by the consumer and 
his family. Like every other portion of 
their investments, it was explained that 
life insurance companies will undertake 
to buy common stocks at a time when 
the current income rate is satisfactory 
from the dividend which can reasonably 
be expected to continue. 

As economic conditions over the past 
half century have changed from time to 


time, the investments of life insurance 
companies have been directed into: the 
particular channels where demands for 
funds were the most insistent at the time, 
Mr. Baker related. Growth of the rail- 
road network, so important in opening 
up farming sections of the west and 
south, resulted in a preponderance of 
investment in railroad securities from 
1870 to 1905, he explained. Farm mort- 
gages absorbed an increasing proportion 
of funds from 1906 to 1924, with larger 
investments having been made since 1921 
for the relief of the housing shortage and 
the development of public utilities. By 
recognizing the changing economic 
forces and by diversifying their invest- 
ments, life insurance companies, he said, 
have not only aided materially in devel- 
oping the country’s resources but have 
also been able to obtain for themselves 
the financial result necessary for the 
maintenance of the business of life insur- 
ance on a sound basis. 





Farm Mortgages Are Offered As 


Ideal Investment For Reserves 


Kansas City Life Director Says Rapidly Growing Reserves Are 
Meeting Fewer Opportunities in Bonds and Real Estate 
Mortgages; Does Not Approve of Stocks 


First class farm loans were offered as 
the “ideal investment” for life insurance 
companies by H. P. Wright, a director of 
the Kansas City Life of Kansas City, 
Mo., in a talk he delivered Thursday be- 
fore the Convention. Mr. Wright stated 
that with the rapid expansion of life in- 
surance in this country the funds of the 
life companies are going to meet a de- 
creasing volume of desirable investments. 
He said that safe real estate loans are 
fewer in number and that the same situa- 
tion applied to railroad and municipal 
bonds. 

Common stock investments for life in- 
surance companies Mr. Wright turns 
down as unthinkable because of the spec- 
ulative features and the chances of loss. 
He said that if life companies are going 
to continue to expand in the banking 
lines, as they do when they provide for 
cash surrender values and cash loans, 
then they must rearrange their financial 
and asset structure and must be prepared 
to accept a lower return on their invest- 
ments. Telling why he believes that farm 
loan investments meet the test of life 
company investments Mr. Wright said 
in part: 

“T think it is generally conceded that 
for a substantial part of life insurance 
reserve first class farm loans, diversified 
as to location in the proven agricultural 
districts, make the ideal investment. 
You will observe that I say ‘first class.’ 
I am mindful of the fact that many in- 
surance companies have picked up much 
grief in connection with farm loans; 
that they have had many failures in 
their collections at maturity; that they 
have had many foreclosures and that 
they have made a sorry mess of han- 
dling the farms which they have had 
to take over, and yet I am not going to 
change my statement. 

Would Use Local Loan Agents 

“Any insurance company making farm 
loans must have a department skilled 
and experienced in that particular line 
and just as important, it must have con- 
nections in the field with agencies han- 
dling the origination of these farm loans 
which are absolutely dependable and 
competent. I am more impressed each 
year with the importance of these local 
connections. They are in position to in- 
vestigate and report upon the actual con- 
dition of the particular farm involved, 
the morale and capacity of the maker 
of the loan and to keep in touch with 
the local conditions as they develop 
which can be watched in no other way; 
and beyond that, in case of trouble they 
are in position to and are morally bound 
to give their best effort to working the 

situation out. 


“It has been my observation that in- 
surance companies making farm loans 
will find better results if they give their 
first and best effort to picking out and 
establishing relations with the highest 
class of local loan agents rather than 
to undertake to pass entirely on the ap- 
plications for loans themselves. A good 
farm loan agent who is permitted to 
make a reasonable compensation does 
not make very many bad loans or ac- 
quire an unholy number of foreclosures. 
A competent field agent of experience 
and good standing when supervised: and 
checked up by a skilled organization at 
the home office will produce what is in 
my judgment the highest class and most 
dependable loan investments that an in- 
surance company can have to stand 
against its long time policy obligations. 

“There is in these farm loans a freedom 
from speculation and manipulation that is 
prevalent almost everywhere else. The 
farm loan is usually made for a legiti- 
mate purpose with a high moral regard 
on the part of the borrower of the ob- 
ligation undertaken and a firm determi- 
nation to meet that obligation promptly. 
I never heard of an application for a 
farm loan where the maker was a straw 
man. The fact that the farm loan usual- 
ly covers the home of the maker and his 
family and the element of sentiment 
which that involves, puts these loans in a 
class by themselves. Any man, civilized 
or barbarian, will fight to the very limit 
to protect his home and the roof which 
shelters his family and this introduces a 
moral element into a farm loan that I do 
not believe is found anywhere else. 

“When it comes to loans on city prop- 
erty the highest class of judgment is re- 
quired for there is a certain element of 
speculation involved that cannot be 
avoided. City neighborhoods change, 
values change, styles of buildings change, 
the maker of a loan today sells the prop- 
erty or trades it off tomorrow. The sen- 
timental value is nearly always absent. 
The real object back of these large 
city loans is too often to get the largest 
amount possibe without personal liability 
with the whole proposition one of specu- 
lation, and manipulation, and often of 
misrepresentation. Many of these loan 
applications presented to insurance com- 
panies would make the angels weep at 
the thought that it is possible that bor- 
rowers think that executives with any 
mind at all could consider loaning trust 
funds on such foolishly conceived, poorly 
devised and flimsily constructed propet- 
ties with the notes made by a straw 
man or corporation with the frank ad- 
mission that no one wants to assume any 
responsibility.” 
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Public Relations’ Importance 


In The Insurance Business 
Lorry A. Jacobs, Southland Life, Says Organized Public Rela- 
tions Should Accomplish Three Things: Decrease Sales 
Resistance, Conserve Business and Prevent Burden- 
some Legislation 


The great importance of the power 


of public relations was stressed by Lorry ° 


A. Jacobs, director of public relations, 
Southland Life of Dalias, Texas, in his 
address before the Convention. Mr. Ja- 
cobs brought out that public relations 
work in life insurance should accom- 
plish three things: decrease sales re- 
sistance, conserve business and prevent 
burdensome legislation. 

The speaker made it clear that a great 
deal of public relations work has been 
done by life companies, although they 
may not definitely include this work un- 
der that title. He contended, however, 
that there is a great need at the pres- 
ent time and believes that the need will 
grow greater for organized public re- 
lations work to be done both by the 
individual companies and organizations 
of companies such as the American Life 
Convention. 

Mr. Jacobs’ address, in part, follows: 

The organized set-up of public rela- 
tions departments used by other institu- 
tions varies greatly. I give you what 
is my personal idea of the set-up for 
public relations work in the life insur- 
ance business, although there could be 
other equally effective plans. And, in 
giving you this, I also want to give you 
the definite ideas that I have as to why 
such work should be done. 

With public relations work as a tool, 
how are we going to go about decreasing 
sales resistance? It seems to me that 
you have three groups of people through 
whom you can accomplish this work. 
They are: the agents, the home office 
workers, the buying public. 

The Agents 

One piece of public relations work 
which is being done more and more 
effectively by life insurance companies 
at the present time is the work of train- 
ing agents to properly represent them. 
One by one these companies are coming 
to the realization that they must prop- 
erly train their agents before these men 
are sent out into the field to repre- 
sent them. They are seeking men of a 
higher class for agents, and here and 
there efforts are being made to estab- 
lish insurance departments in the uni- 
versities and schools all over the coun- 
try. However, a great deal more re- 
mains to be done, and I thoroughly be- 
lieve that the company which neglects 
this important part of its public rela- 
tions work is going to lag behind the 
general trend of progress. 

_ Incidentally, it is my belief that life 
insurance companies owe ‘considerable 
Tecognition to the trade journals for 
much of the education of agents in the 
Past and could use their advertising in 
there trade journals for that purpose 
to an even greater extent in the future. 

Home Offices 

Probably less important, but still im- 
Portant enough to merit attention, is 
the question of proper education of home 
office employes. While it is true that 
these employes do not need education 
SO much as new agents do, it is also 
true that more schools for home office 
employes, such as practically all of the 
utility companies have established dur- 
ing the past fifteen years, would aid a 
reat deal towards creating a kindlier 
feeling on the part of the public for 
these institutions. I know of a case re- 
cently that certainly would bear me out 
in this conclusion. A man who owned 
Policies aggregating several hundred 
thousands of dollars in a certain large 
company went to the home office of that 
Company to make some inquiries about 

1S Insurance. He also had in mind the 





possibility of taking out additional in- 
surance. After he had spent four hours 
wandering around from department to 
department trying to get the answers to 
his questions, he went back to his hotel 
and returned home thoroughly disgusted 
‘and angry. A short time afterwards he 
lapsed the policies he held in that com- 
pany, applied for some new cnes in 
another company and decreased the 
amount of his insurance instead of in- 
creasing it. I admit to you that this 
is probably an extreme example, and 
yet it certainly convinces me that a great 
deal of good could be done along this 
line. 


The Public 


Through your public relations depart- 
ment—-whether you call it that or not— 
you can, of course, go directly to your 
public. It is in this respect that the 
institution of life insurance has been 
most laggard. The fact that the Amer- 
ican agency system even exists is, to 
my mind, adequate proof of the fact that 
there are tremendous possibilities for 
public relations work in the life insur- 
ance business as far as the general pub- 
lic is concerned. 

I cannot but believe that you are using 
a horse and plow to cultivate your pub- 
lic field when you might as well be using 
a tractor. By this I mean simply that 
you are continuing to broadcast educa- 
tion to your public in life insurance mat- 
ters through your army of agents when 
you might as well be using the modern 


methods of education now thoroughly 
familiar to other industries. You can 
reach your public collectively through 
advertising—either by co-operative ef- 
fort or, if your company is large enough, 
through your individual expenditures. If 
your company is small you can still 
reach your public by properly directing 
your agents’ advertising. I have found 
in my work that the most effective ad- 
vertising done is advertising for and by 
the agents and that they are eager to 
advertise if proper advertising plans are 
furnished them. Just to give you some 
idea of this, as high as 85% of the agents 
of the Southland Life eligible for ad- 
vertising have used it and have paid 
their own money for it. 
Conserving Business 

You will remember that the second 
thing I said public relations could do 
for the life insurance business is to ac- 
complish some results in the matter of 
keeping business that has been placed 
on the books. Every time I find a group 
of life insurance men together, sooner 
or later I find that their conversation 
turns to the subject of conservation. It 
is quite right that it should, because 
when you look at the figures they are 
startling enough to make anyone think. 
To refresh your minds, you can consid- 
er the fact that last year $18,267,331,211 
worth of life insurance was written, and, 
at the same time, $14,630,529,822 worth 
was lapsed. I am not here to tell you 
that I have any “cure-all” for this prob- 
lem in our business, but I am here to 
tell you that proper education of the 
public through public relations work 
would certainly lessen the evil. Surveys 
and the opinions of those closest to this 
problem reveal the fact that they are 
pretty well agreed that a solution of the 
problem must come from education of 
the agent, education of the policyholder 
and, finally, reinstatement after policies 
have lansed. The importance of these 
I would place in the order named. 
Prevention of Burdensome Legislation 

The third problem of your business 
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which I said would be very much af- 
fected by public relations work is that 
of prevention of burdensome: legislation. 
I am no prophet, but I am quite willing 
to risk my reputation in predicting to 
you that, unless some real public rela- 
tions work is done within the next ten 
years, you are going to'face more and 
more of this legislation, and it is going 
to become harder and harder to de- 
feat. There is no doubt in my mind 
that the American Life Convention has 
done some splendid work in defeating 
this sort of legislation, but I am also 
aware of the fact that most of this work 
was done late in the course of proceed- 
ings. Naturally, because of this fact, the 
work done has been more expensive and 
less effective than it would have been 
if the legislation were stopped before it 
even got into definite form. The force- 
fulness of public relations work along 
these lines might be judged by our re- 
cent experience in Texas with stock- 
with-policy companies. I am not going 
to rehearse the history of this affair, 
but I will tell you that public relations 
work was very highly instrumental in 
obtaining quick action by the legislature, 
and would have been even more effective 
had the public relations work started 
earlier than it did. 








Parker On 
Accidental 
Means 











Tricky legal aspects of the “accidental 
means” phrase in double indemnity 
clauses were explained to the Amer- 
ican Life Convention by Alexander 
Parker, counsel, Atlantic Life of Rich- 
mond. Some of Mr. Parker’s points 
follow: 


A man starts to fly a plane to New 
York; while in the air he is seized with 
a heart attack which causes him to lose 
control of the plane and it falls to the 
ground. He suffers a concussion of the 
brain from the fall. The evidence shows 
that such concussion, by itself, either 
actually caused death or was sufficient 
to cause death. 


In a case where the insured knew he 
had serious heart disease and knew that 
the excitement and strain of flying a 
plane to New York would probably pre- 
cipitate a heart attack, we find that the 
natural and probable consequence of his 
attempt to fly would be a loss of con- 
trol of the plane and a subsequent crash; 
and further that either the insured must 
have actually designed the loss of con- 
trol of the plane, or he proceeded with 
his voluntary act in absolute disregard of 
the probable consequences and accord- 
ingly should be charged with having de- 
signed or ifttended the consequences. 
Under these circumstances it seems clear 
tnat the whole chain of events, begin- 
ning, with the entry into the plane while 
suffering from heart disease, and pro- 
ceeding with each link up to the death 
ct the insured, was such as was or should 
have been expected; that nothing unfore- 
seen or unusual occurred in connection 
with any one link in the chain, and 
that the death cannot be classed as hav- 
ing resulted exclusively and indepen- 
dently of all other causes, from injuries 
efiected solely by accidental means. The 
rule is aptly stated by the South Caro- 
lina Supreme Court in dictum found in 
the case of Young vs. Continental Cas- 
valty Co., 122 S. E. 577: 


“So if a person suffering from 
some weakness or disease should 
subject himself to conditions which 
would not injuriously affect persons 
in ordinary health, but should be 
dangerous to him, and injury result, 
it would not be due to an accidental 
cause.” 
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Territorial Difficulties Can Be 
Anticipated And Avoided 


A. L. Dern, Manager of Agencies of Lincoln National Life, 
Says Local Problems Should Be Studied Before Agency 


Organization Is Developed in Territory 


An analysis of the problems confront- 
ed in developing agency organizations 
outside of metropolitan centers was giv- 
en by A. L. Dern, manager of agen- 
cies of the Lincoln National Life, in 
his address before the Convention. Mr. 
Dern feels that, although in the main, 
the underlying principles do not differ 
greatly, there are definite things that 
should always be taken into careful con- 
sideration before a new territory is de- 
veloped. The failure to do this in the 
past has been the cause of the huge 
number of regrettable agency cancella- 
tions. 

For instance, the life company should 
consider the following: what lapse rate 
is it likely to experience in this terri- 
tory; what experience is it apt to have 
on claims, death and disability, in this 
district; what average size policy may be 
expected; and what are some of the 
handicaps which a prospective general 
agent or manager must overcome, such 
as roads, winter tie-ups, nationalities, 
perhaps religion? Territories which loom 
attractive from the standpoint of pop- 
ulation or income tax returns may offer 
handicaps which will make it impractic- 
able to develop. The geography of the 
proposed territory, and the local tax sit- 
uation such as the county tax or privi- 
lege tax, the levee taxes in the south, 
or the city occupational taxes, may pre- 
sent problems that certainly should be 
solved, before the territory is entered. 

It would seem, declared Mr. Dern, that 
many of the difficulties in which a gen- 
eral agent or manager finds himself may 
be anticipated in advance. And having 
been anticipated, they may be avoided 
entirely. 

Other extracts from Mr. Dern’s address 
follow: 


Untrained Agents 


We, as agency men, are prone to dwell 
upon the fact that that day has passed 
when we “hand the new agent a rate 
book, a few application blanks, and with 
a God Bless You” send him out to face 
the cruel, cold world alone. I am afraid 
that there are still too many agents sent 
out into this business in just that way, 
otherwise why should there have been 
over 9,000 agency cancellations for non- 
production reported by member compa- 
nies of the American Life Convention in 
1928, and nearly as many in 1929? And, 
of course, we all know that the number 
reported is but a fraction of the total 
cancellations for non-production. True, 
to a large degree the reshonsibility for 
such a situation rests upon the shoulders 
of the general agent and manager, but 
we, aS agency executives, may not shirk 
that portion of responsibility for lack of 
training which is clearly and evidently 
ours. 

As for the general agent himself, [ 
regretfully admit that all too frequently 
contracts are made with general agents 
not only without regard to problems 
which have been hereinbefore enumer- 
ated, but we just as brazenly hand our 
general agents a few extra rate books, 
some agents’ contracts, and with a God 
Bless You send him out to organize with- 
out giving him the benefit of the ex- 
perience which his fellow general agents 
have had and without pointing out to 
him some of the pitfalls which he him- 
self, novice that he is, is certain to en- 
counter. 

The establishment of an agency or- 
ganization, whether in metropolitan cen- 
ters or outside metropolitan centers, is 
a matter in which the company should 


be as vitally concerned as is the general 
agent himself. I am speaking now from 
the standpoint of what I believe to be 
the problems of the agency executives 
of the majority of the younger compa- 
nies and not from the standpoint of 
those older companies which, because of 
having been established over a period 
of years, are confronted with an entire- 
ly different set of problems. 


New Agencies Need Counsel 


Insofar as the younger companies are 
concerned, the creation of agency or- 
ganizations generally begins at scratch; 
that is, the embryonic general agent fre- 
quently inherits no. man-power nor even 
any old policyholders. In such a situa- 
tion then it would seem right and proper 
that the burden of the establishment of 
a new agency should be shared equally, 
insofar as possible, by the new general 
agent and the company. This may go 
so far as to call for a sharing of the 
financial expense of establishing the new 
agency, be that basis what it may, but 
it certainly should include close, sympa- 
thetic, continual counseling and advising 
with the general agent so that the home 
office may at all times know not only 
what the general agent’s problems are, 
but also may help him to benefit from 
its wider experience with similar prob- 
lems _ elsewhere. 

What are some of these problems? 
The new general agent may have heard 
that some other general agent was high- 
ly successful with advertising for man- 
power. He shouldebe given the bene- 
fit of the company’s experience in such 


efforts at building an organization. He 
should not be permitted to experiment 
blindly. : 

The new general agent may have heard 
that the way to build an agency is to 
advertise a free school in life insurance 
salesmanship and to endeavor to attract 
to his ranks through that means men 
from all fields of selling endeavor. He 
may be enthusiastic about classified want 
ads or display newspaper advertising. 
Circular letters to doctors, bankers, or 
postmasters may be his idea as to how 
to locate prospective agents. On all of 
these we should give him the means of 
our experience and counsel with him 
through the means of such information 
as is available to the members of the 
Life Insurance Sales Research Bureau in 
the Handbook of Agency Management* 
or the Managers’ Manual. 

In other words, the new general 
agent should always feel that he may 
find a sympathetic ear at the home office 
for any plan which he proposes to try. 
He will have not only sympathetic atten- 
tion but also the benefit of the experi- 
ence of his fellow general agents as it 
may be passed on to him through his 
own agency department. 

Duty of Agency Executives 

But this is not enough. We, as agency 
executives, must avoid doing the very 
thing to our general agents which we 
say we do when we speak about handing 
the new agent a rate book, a few appli- 
cation blanks and a God Bless You. We 
must sit down regularly and frequently 
with our new genefal agent and carefully 
point out to him those methods of re- 
cruiting which we believe to be sound 
and practicable not as a generality but 
for this particular general agent in his 
particular territory. Unfortunately, how- 
ever, the attitude of a good many agen- 
cy men is too often like that of the 
old lady of seventy, who returning after 
sixty years’ absence to her native Scot- 
tish village, called on a friend of her 
youth, now ninety. Said she: “Though 
I’ve been lang awa’, an’ I’ve na written 
ye, I’ve ne’er forgotten ye. I’ve looked 
regularly to see your death in the pa- 
pers.” 





Ben S. Graham Discusses Procedure 
Of Companies On Lost Policies 


Brooklyn National Life Vice-President Reports Results Gath- 
ered by Questioning Large Group of Eastern Companies; 
Suggests Issuance of Duplicate Policy 


In an enlightening address before the 
Convention, Vice-President Ben S. Gra- 
ham of the Brooklyn National Life dis- 
cussed the varied procedure of life com- 
panies with reference to lost policies. In 
order to get comprehensive data Mr. 
Graham had addressed questions to 
forty-three representative companies and 
thirty-seven of them replied. The com- 
panies were located in six states and 
ranged in size from the smallest to the 
largest. By tabulating the results Mr. 
Graham found that the larger compa- 
nies have a greater variety of problems, 
as might be expected. In general, the 
smaller companies follow a simple pro- 
cedure. Comparing companies of a sim- 
ilar size, it seemed that non-participat- 
ing companies had a little edge on the 
participating ompanies, in favoring the 
policyholder with simple procedure. 

In their procedure on lost policies, the 
speaker said he found that companies 
vary from one extreme to the other; 
some avoid all technicalities and dis- 
agreeable formalities, others seem to de- 
light in the technicalities and formali- 
ties. Mr. Graham suggested a liberal 
procedure such as a combination affi- 
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davit of loss and indemnity agreement 
executed by the assured, beneficiary and 
assignee, if any, in consideration of which 
a duplicate policy with all the rights of 
the original would be issued. ‘This, he 
believes, will provide satisfaction for the 
policyholder with reasonable safety for 
the company. After all, Mr. Graham re- 
marked, our objective is an ever-increas- 
ing number of satisfied policyholders. 


Companies’ Practices 


Of the thirty-seven companies which 
replied, the majority require an affidavit 
of loss when the insured has lost his 
policy, providing for the participation in 
the statement by the beneficiary and as- 
signee, if any. Three companies which 
follow an unusual procedure require a 
statement of loss. 


Seventeen companies require bond to 
indemnify company against possible loss, 
due to the issuance of duplicate, fifteen 
do not, and four companies require bonds 
under special circumstances. Thirteen 
companies require personal bonds which 
are practically an agreement to indem- 
nify and hold harmless the company, 
three, surety bonds, and three, either, 
according to the preference of the in- 
sured. 

In answer to the question, “Does your 
company issue a duplicate policy under 
the same number and date, and if so, 
give a copy of rider or memorandum ap- 
pearing thereon to show it is a dupli- 
cate?” twenty-two companies answered 
in the affirmative and identify the pol- 
icy as a duplicate, some use the word 
duplicate while others use a clause siat- 
ing that it has been issued to replace 
policy No. —. Most companies do not 
issue a copy of the original policy with- 
out signatures, and most companies do 
not issue a special certificate showing 
that at one time in the past did they 
issue a policy. 

“Once that a duplicate, a copy or spe- 
cial certificate has been issued, what reg- 
ulations do you have with reference to 
a subsequent change of beneficiary?” 
was another question. Thirty-two com- 
panies give full rights the same as the 
original policy. In regard also to the 
granting of cash values or the choice of 
non-automatic non- forfeiture values, 
twenty-seven give the same rights as 
contained in the original policy. 


Unusual Procedures 


A few of the unusual procedures are 
as follows: 

Two companies, for example, require 
a statement of loss for which they issue 
a certificate of insurance. After wait- 
ing six months, they accept an affidavit 
of lost policy and issue a duplicate pol- 
icy. The duplicate policy carries the 
same rights and values as the original 
policy. A third company accepts a state- 
ment from the insured, issues a certifi- 
cate, and after waiting six months gets 
an affidavit from all parties interested 
and issues a copy of the original policy 
or a substitute policy with a new num- 
ber and a new date of issue. If a loan 
is requested, other than to pay premi- 
ums, this company requires a personal 
indemnity bond for twice the cash value 
then available. Another company which 
follows this procedure, if the assured 1s 
certain that the policy has been de- 
stroyed, no bond is required. If the 
policy is actually destroyed, a substi- 
tute policy is issued otherwise a copy 18 
issued. If the copy is issued, a surety 
bond is necessary in order to exercise 
non-forfeiture or cash and loan privi- 
leges. One company requires no bon 
except when the policy cannot be pre- 
sented at the time of claim, in which 
event they require a personal bond with 
two securities for double the amount 
payable. One company will issue a dup- 
licate policy if a surety bond is provided, 
otherwise they issue a copy which 1s 
used for reference. The duplicate policy 
carries full rights. In case of the copy, 
the beneficiary can be changed only by 
assignment, and can be borrowed against 
up to a maximum of $250. 
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Need More Science In Teaching 
New Agents, Walter Cluff Claims 


Present Methods Have Not Given Expected Results, He Says; 
Curriculum Unbalanced Giving Emphasis to Lesser 
Angle; Dislikes Conventions | 


Present educational methods used in 


life insurance for the training of sales- 


men have not been as successful as had 
been anticipated, Walter Cluff, educa- 
tional director of the Kansas City Life, 
told the convention. He expects that 
the application of more scientific peda- 
gogical methods will greatly improve the 
effectiveness of the training courses. 


Some of Mr. Cluff’s comments follow: 

While much commendable work has 
been done in teaching life insurance 
agents, the feeling seems to be somewhat 
general that we have not made the prog- 
ress that could be expected. Our teach- 
ing has been more or less ineffective so 
far as making salesmen is concerned. 
Perhaps this is accounted for in the 
statement that we have been emphasiz- 
ing unimportant things, and it is barely 
possible that we have minimized or left 
entirely out of our teachings many of 
the things that are of primary impor- 
tance. Our instruction has not been well 
balanced; our pedagogy has been at fault 
and has perhaps resolved itself into a 
purely theoretical discussion, rather than 
into a practical application. As a re- 
sult, some of our agents have been over- 
developed along certain lines. 

The curriculum of study, or rather 
what should be taught, in order to devel- 
op life insurance agents who can sell, 
rather than theorists who can only talk, 
divides itself into: 

What the agents should Know. 
What he should Be. 
What he should Do. 


So far, I believe, we have overempha- 
sized the first, paid little or no attention 
to the second, and merely indulged in 
the great indoor sport of giving advice 
regarding the third. We have laid too 
much importance upon the statement to 
agents that “If you know it, you can sell 
it.” I think nothing is further from the 
truth. I know plenty of well-informed 
life insurance men who understand the 
principles of life insurance, possess great 
ability in analyzing the needs of men for 
life insurances and who can deliver a 
most interesting lecture upon the sub- 
ject, but they are not salesmen. They 
do not understand the technique of sell- 
ing. They never have been taught to 
express the characteristics of successful 
salesmen, neither have they passed 
through the period of patient and per- 
sistent practice no necessary in acquir- 
ing skill in sales procedure. 

On the other hand, we have seen many 
men who claim to be heart and soul in 
the work, thoroughly sold to the bene- 
fits of life insurance, believe in it fer- 
vently, still they cannot sell; there are 
other rnen we have seen with very elab- 
orate systems, paraphernalia setting out 
methods, card indexes of prospects and 
the like, still they cannot sell. 


Failures Might Have Been Saved 


More than likely, all of these different 
classes could be made into good produc- 
ing agents if their early instruction had 
been properly balanced. Surely, it is 
necessary that a man know certain things 
regarding insurance contracts, principles 
of insurance, differences in kinds of in- 
surances, uses for insurance, and the like. 
It is equally important that he take the 
tight attitude toward his work, that he 
Possess the spirit of a life insurance 
man. But a man may know all that is 
necessary to be known about insurance, 
Possess a very commendable attitude to- 
ward the business of selling and still 
‘be a poor producer. 

His trouble is that he does not know 


what to do or how to go about his 
work. His teaching has failed to point 
out to him that there is but one way 
through which a man may obtain the 
skill and ability necessary for writing 
life insurance. 

Doesn’t it seem reasonable to. state 
that it’s just as necessary for a man to 
be systematic in his work as it is that 
he understand the difference between 
an ordinary life and the twenty pay pol- 
icy? Isn’t it equally as important that 
he be interested in and _ enthusiastic 
about his work, possess the spirit of an 
insurance man, express in his daily pro- 
cedure the characteristics of a success- 
ful salesman, as it is that he understands 
men’s need for insurance? The one 
seems useless without the other. 

Not long ago a man complained to 
me that he was unable to sell and could 
not understand why. He claimed to be 
deeply interested in his work and en- 
tirely sold to the needs for life insur- 
ance, loved the business but could not 
sell. He had some understanding, too, 
about policy contracts and the uses for 
life insurance and was very sincere. 

Music Allegory 

I may know something about music, 
may be able to read the notes. and pos- 
sess a more or less commendable appre- 
ciation for the beauties of music, but that 
does not justify me in complaining that 
I cannot play the piano. I cannot play 
the piano simply because I have never 
practiced, never passed through the pe- 
riod of supervised routine, daily and sys- 
tematic endeavor. The same think holds 
true with the agent. He cannot sell life 
insurance bécause he has never been 
taught the art of selling. 

It is quite impossible to make a life 
insurance man in the schoolroom. It is 
perfectly possible to teach the things we 
have briefly outlined in an entirely dif- 
ferent way. Naturally, it would be an 
ideal situation if every beginning agent 
could be given two or three weeks of 
actual schoolroom work. That, we think, 
is impractical in every case and some- 
what unnecessary. Besides, the expense 
involved is altogether too great. As soon 
as possible after appointment, however, 
groups of beginning agents should be 
given at least two or three days of in- 
tensive instruction, the purpose of which 
would be to lay a foundation for future 
instruction in the form of correspond- 
ence courses. 

Teaching life insurance lends itself 
readily to instruction by correspondence. 
Not all branches of learning do. But 
as the selling of life insurance is so 
much a question of development of in- 
dividual initiative, self-reliance and origi- 
nality, it can be taught effectively 
through skillfully drawn up correspond- 
ence courses. 

Conventions and large group meetings 
are merely an expense to the companies, 
but possess little or no educational val- 
ue. Were I to express my individual 
opinion regarding them, I should say 
they are more productive of harm than 
good. 

Teaching Small Groups 

Without entering into detail as to the 
manner and method of teaching, I shali 
siy that it is entirely adequate that be- 
ginning life insurance men be given, in 
small groups, an intensive two or three 
days’ instruction, and that they be then 
required to pursue the comvany’s cor- 
respondence courses: that these corre- 
spondence courses be divided into no 
more than three sections:one, a begin- 
ners’ course; second, a standard course, 
and third, an advanced course. 

The teacher of life insurance is him- 


self something of an unique character. 
As he naturally holds a position of re- 
sponsibility, great requirements are made 
of him if his work is to be effective. 
As I see it, he should first of all be a 
man of some education, at least a college 
graduate. He should not only have had 
advanced training in the pedagogy of 
teaching, but should have had practical 
experience in high school or college. 
It is absolutely necessary that he be 
something of an outstanding success as 


a personal producer of life insurance, 
and should have had many years of ex- 
perience in the field. 

Inasmuch as he is dealing with many 
men of limited education, many some- 
what advanced in years, and coming from 
a great variety of different occupations, 
he must possess great patience and tol- 
erance, be somewhat spiritual and emo- 
tional, but with an emotional side tem- 
pered with a degree of poise and prac- 
tical dignity. 





Discusses What Is Sufficient 
Proof In Accidental Death 


Allen May, Missouri State Life General Attorney, Takes Up 
Question Where Death Is Prima Facie, Admittedly 
Caused by External Violence 


The question of determining what is 
sufficient evidence to prove death due 
to accidental reasons was discussed at 
length by Allen May, general attorney 
of the Missouri State Life, before the 
Legal Section of the Convention. The 
speaker based his discussion on that 
large body of cases where the death is 
prima facie or admittedly caused by ex- 
ternal violence, as the gun shot and stab- 
bing cases, injuries by automobiles or 
trains, falls from windows, and those 
where the means either by policy pro- 
vision or court interpretation are deemed 
to be external and violent, as drowning, 
poisoning and asphyxiation. 

Mr. May pointed out that there are 
but few principles that may be stated 
absolutely and without exception, con- 
sidering the fact that he is dealing with 
the law of sixty or more jurisdictions, 
that is, the Supreme and Appellate courts 
of the various states, the ten United 
States Circuit Courts of Appeal, and the 
United States Supreme Court. 

Some extracts from Mr. May’s ad- 
dress follow: 

There are obviously two phases of the 
sufficiency of proof in the classification 


we are discussing: first, sufficiency to ~ 


make a prima facie case requiring the 
defendant to come forward with some 
countervailing evidence or suffer a judg- 
ment; and second, after such counter- 
vailing evidence is offered, together with 
any rebuttal the plaintiff may have, the’ 
sufficiently to make a jury question. 
Sufficiency to Make Prima Facie Case 
In the first aspect, that is of the suf- 
ficiency to make proof of a prima facie 
case, we are vitally concerned:with that 
difficult question of presumptions, which 
in fact carries over also into the sec- 
ond phase. Practically without excep- 
tion, however, the rule seems to be rec- 
ognized by all the courts that where the 
insured is found dead with one of the 
actually or presumptively external, vio- 
lent injuries we are discussing; namely, 
gun shot wound, knife stab, being struck 
by a train or automobile, a fall from a 
high place, drowning, poisoning or as- 
phyxiation, so that from the physical 
fact alone, the only reasonable infer- 
ences to be drawn are that he met his 
death either at his own hands or at the 
hands of a third person ‘by this actual or 
presumptive external or violent means, 
the plaintiff has made a prima facie case 
by the simple showing of these facts. 
Some of the courts loosely express this 
as being presumption of accidental death 
but the weight of authority and clearly 
the better reason is that there is no 
such presumption. What the courts 
mean to say is, give effect to presump- 
tions presently to be discussed, there 
is no other reasonable inference to be 
drawn from the facts, and the jury is. 
entitled to draw the inference of death 
by accidental means. We are consider- 
ing now, cases where the facts show that 
death must have been at the hands of 
the deceased himself or of a third per- 
son and all other inferences are exclud- 
ed. In such cases the rule is well set- 
tled that suicide will not be presumed, 


this presumption being based generally 
upon the statement that the natural love 
of life precludes drawing that inference, 
although Mr. Jones in his Commentaries 
on the Law of Evidence says the real 
origin of the presumption is in fact that 
crime will never be presumed and sui- 
cide was in the list of common law 
crimes. 

On the first branch of our discussion, 
I think we may accept the rule of suf- 
ficiency of proof as being that a mini- 
mum of proof consisting only of evi- 
dence, ordinarily the physical facts alone, 
showing the insured died of an injury 
either actually or presumptively exter- 
nal and violent, under such circumstanc- 
es that the violence must have been in- 
flicted by the insured or a third party, 
no other inference as, for instance, dis- 
ease affirmatively appearing, is sufficient 
to make a prima facie case. This is 
almost entirely perforce the presumption 
against suicide and the non-presumption 
of crime. It has not been thought nec- 
essary to cite specific authorities for this 
statement inasmuch as it is generally 
accepted and is specifically supported by 
the authorities to be hereafter cited on 
other phases of this discussion. 

Sufficiency to Make a Jury Question 

Our plaintiff having gotten to the jury, 
we as counsel for the defendant, are 
now concerned with how much evidence 
we must produce to overcome the prima 
facie case and get an instructed verdict 
if possible. In the majority of the cases 
this brings us face to face with the 
questions of how long the presumptions 
remain in the case and how much force 
they have in the light of evidence, and 
if we are to correctly appraise the sit- 
uation, we must clarify ourselves on the 
character and nature of the presump- 
tions, and this in turn calls for a con- 
sideration of the burden of proof. The 
weight of authority in all the well con- 
sidered cases, as stated in the outset, 
rules that the burden of proof is upon 
the plaintiff throughout but as we have 
seen, it is sustained prima facie by the 
presumptions. 

While there are some cases which seem 
to reach a contrary conclusion, and time 
and space do not permit the classifica- 
tion of the law by states on this sub- 
ject, the rule seems to be clear in the 
Federal courts and in the state courts 
unless research shows affirmative author- 
ity to the contrary in the particular jur- 
isdiction, that the presumption of non- 
suicide and the non-presumption of crime 
spend their force when they make the 
prima facie case and when we, as coun- 
sel for the dependant, produce our af- 
firmative evidence of suicide. 

As to disease, provoked assault, or vio- 
lation of the law, or any of the things 
which negative death, exclusively of all 
other causes solely through accidental 
means, the general rule of demurrer is 
applicable and if the courts can say 
that reasonable minds cannot differ on 
the evidence, we are entitled to an in- 
structed verdict unless, of ‘course, plain- 
tiff by way of rebuttal makes an issue 
of fact. 
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The Law Relating to Automobile Insurance 


Tue Law RELATING TO AUTOMOBILE INSURANCE is 
already well known as the first text book on a subject 
of constantly increasing importance. 


The First Edition, published in 1921, has been out 
of print for several years. It received commenda- 
tion from many high legal authorities. Many requests 
have been received for a new edition. 
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$8.50 Delivered 


The Eastern Underwriter Company 
New York 


110 Fulton Street 


The new Second Edition cites and analyzes more than 1000 auto- 
mobile insurance cases and contains more than three times the amount 


of text contained in the First Edition. All the English and Canadian 
cases are included. 


Every phase of automobile insurance law is covered. The state- 


ment of the law necessarily includes many of the leading principles 
of insurance law generally. 


Where necessary, the essential facts of each case are stated in . 
detail. 


The Second Edition is not a mere digest, but a treatise of 477 pages, 
arranged in 21 chapters, containing 380 sections. 


A Table of Cases and a comprehensive analytical Index facilitate 
reference. 


The book is the work of a legal author and editor of many years’ 
experience, for several years contributing editor of the American 
and English Encyclopedia of Law, Second Edition, and author, editor 
and translator of several legal text books. 


The following is one of many endorsements: 


“You may be interested to know that our people who have 


studied the book are most enthusiastic in their commendation 
of it.” 


PART I 
Automobile Insurance Generally 
Chapter 
Constitution of the Contract 
Construction of Policy 


Reformation of Policy 
Cancellation of Policy 
Notice and Proofs of Loss T ; 
Agents, Brokers and Adjusters baer. ence Insurance 
Arbitration, Appraisal and ability Insuran - 
Award . Insurance Policies and Bonds 
Extent of Loss and Amount of ere va Public Service 
Recovery . Noamee 
Option to Repair Compulsory Liability Insur- 
: ance 
a and Warran- . Mutual and Reciprocal Com- 


: panies and Associations 
Subrogation 


Table of Cases 
Actions and Defenses Index 


PART II 


Matters Pertaining to the Different 
Kinds of Automobile Insurance 
Chapter 
Fire Insurance 
Theft Insurance 
Collision Insurance 
Confiscation Insurance 
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ORDER BLANK 


[A] 
The Eastern Underwriter Co., 
110 Fulton Street, New York City. 





Gentlemen: 


Please send me cop of the new 
Second Edition of Simpson on THE LAW 
RELATING TO AUTOMOBILE INSURANCE, 
price $8.50. 
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Urges Use Of Stagecraft In Giving 


Employes An Insurance Background 


H. F. Chadeayne, Missouri State Life, Thinks It Advisable to 
Dramatize the Business in Teaching It to Home 
Office Employes; Describes Three Plans 


The subject of giving home office em- 
ployes an insurance background was dis- 
cussed at length by H. F. Chadeayne of 
the Missouri State Life, who officiated 
as chairman of the Home Office Man- 
agement Section and delivered the 
opening address in the Wednesday eve- 
ning session. Mr. Chadeayne urged his 
listeners to dramatize the business when 
presenting it in a course to home office 
employes. Dry statistics or a dull me- 
chanical description of routine opera- 
tions will not accomplish very much, 
while a graphic, living picture of the 
point will add materially to the value of 
the course, he said. 

The speaker described in detail the 
course given by one company. After re- 
lating the subject matter of the lectures, 
he told of some of the actual results, 
as follows: 

A record of attendance was kept by 
means of attendance slips signed by 
each person present and turned in as 
they left. Attendance records were kept 
and the department heads notified of the 
attendance at intervals throughout the 
series. Occasionally, the percentage at- 
tendance of the various divisions was 
given in the announcement to stimulate 
the competitive spirit. 

Was the course successful? This com- 
pany believes it was. The average at- 
tendance for the entire course was al- 
most exactly 40% of the home office 
force, which was felt to be remarkable. 
Division heads and department heads on 
all sides testified as to the increased 
interest in the work on the part of em- 
ploves as evidenced by their comments 
and the questions asked. Getting to- 
gether so large a percentage of the force 
also helped to develop an esprit de corps 
and to stimulate a feeling of interest in, 
and loyalty to, the institution. It also 
gave the employes an opportunity to be- 
come acquainted with the officers of the 
company. 

Aid to Field Force 

It helped, too, the field force, for you 
will notice that quite a lot of time was 
devoted to the field aspect of the busi- 
ness. The ground covered in these lec- 
tures was presented with the idea of giv- 
ing the home office folks an appreciation 
of the field point of view and attempt- 
ing to develop in them what might be 
termed an “agency consciousness” so 
that in all their handling of the affairs 
of the company, in all their contacts 
with the field offices and with the indi- 
vidual agents, they would bear in mind 
the fact that they were dealing with a 
group of men upon the success of whose 
efforts the continued growth of the com- 
Pany depended. Tt further stressed that 
all the work of the home office, the is- 
Suance of policies, the handling of cor- 
Tespondence with policyholders. the han- 
dling of complaints, etc., should be done 

in such a way as to assist the work of 

the man in the field and not to hamper 
or hinder him; in other words. handled 

im such a manner that it would develop 

good will on the part of the agents to- 

ward the home office organization and 
ood will on the part of the policyhold- 
rs toward the company. 

Another thing that the experience with 
_ course showed beyond the shadow 
of a doubt is that there was a far greater 

€sire on the part of the office force to 
farn about the business than they were 


given credit for, and that condition, I 
am satisfied, exists in every company. 
This lecture course was not intended to 
give a complete understanding of the 


business or of the company. That can- . 


not be done in seventeen forty-five min- 
ute lectures. The lectures were intended 
to refresh the memory of the older em- 
ployes and to enable the newer employes 
to acquire some appreciation of the busi- 
ness more quickly than they otherwise 
would. They were intended to broaden 
the vision, to stir the imagination, to 
arouse a live and eager curiosity. This, 
it is believed, was accomplished. 


Using Stagecraft 

One thing that was learned which may 
be of help to other companies who are 
contemplating such a course is that the 
lectures which were most successful. 
which were most favorably commented 
upon, were those which dramatized the 
business, which presented a graphic, liv- 
ing picture and not a lot of dry statistics 
or a dull mechanical description of rou- 
tine operations. It will add materially 
to the value of such a course and to its 
success if this is kept in mind. If you 
are going to talk about the selection of 
risks, use a little stagecraft. Show that 
the underwriter and the doctor must take 
three pieces of paper—the application, 
the examiner’s report and the inspection 
report, and build from that a picture of 
the man who is applying for insurance; 
a picture not only of the individual but 
a picture of his family background, a pic- 
ture of his home surroundings, a picture 
of his financial condition. Take a spe- 
cific case and show how the applicant is: 
visualized as clearly as though he came 
in the office in person. If you are dis- 
cussing the work of the claim depart- 
ment, do not be content with telling of 
the amount of money paid in claims in 
the course of a year and of describing 
the routine operations of the department. 
Tilustrate your points with actual cases 
from the files, and show the difficulties 
encountered and how the claim investi- 
gator had to ferret out the information 
needed. Draw a picture of the widows 
and the orphans coming into the office 
as though all claims were paid in that 
way. Tell how many would come in each 
dav. Tell how many each would re- 
ceive on the average, or tell how much 
is expended each minute of the work- 
ine day on the average. 

The company, whose course I have de- 
scribed, is going ahead this year with 
a somewhat more elaborate program 
which includes, in addition to the gen- 
eral lecture course, a special course of 
four or five talks to be given on com- 
pany time which will be compulsory for 
all new employes. This course will be 
given whenever there is a_ sufficient 
number of new employes to justify it and 
at least every three months. The person- 
nel department is also suggesting special 
reading courses for those who wish to 
go further than the lecture course. and 
will also conduct classes in business Eng- 
lish and in business correspondence. This 
company is still feeling its way and will 
probably make changes in the program 
from time to time as ideas for improve- 
ment occur. That the results will justify 
the efforts they feel sure, and in days to 
come they will know, too, that the red- 
headed ‘office boy of today, who will 
some day be a department head, will 
have the background of insurance knowl- 
edge that will enable him to handle his 
department more effectively. 

Three Course Plans 
In general, there are three courses 


open to the company desiring to inau- 
gurate a plan of employe education. 
1. Suggested reading courses. 
2..Classroom work in which a text 
book is used with definite assign- 
ments and a discussion of the as- 
signments by a teacher. 
3. A lecture course only. 


Suggested reading courses are un- 
doubtedly of value in presenting a knowl- 
edge of the insurance business. The dif- 
ficulty is that their appeal is to the iso- 
lated individual, who will get out of them 
only in proportion to the effort he puts 
into his study. They can hardly be re- 
garded as entirely successful in building 
an insurance background for the home 
office generally. The exception is where 
a study and discussion group can be or- 
ganized to pursue a definite course of 
study. 

For the company wishing to go into 
an educational program seriously and 
willing to spend a good deal of time and 
effort, the organization of such work on 
a classroom basis is recommended. A 
text book on life insurance, such as 
those by Huebner or Maclean, may be 
used. Classes should be held at regu- 
lar intervals, once or twice a week; reg- 
ular attendance should be insisted upon; 
portions of the text should be regularly 
assigned for study; the principles enun- 
ciated in the text should be explained by 
a person qualified to teach, elucidating 
those principles by explanations from 
company practice. Quizzes should be 


¢ 


given either at every session by devot- 
ing say ten or fifteen minutes to this 
work at each meeting or at regular in- 
tervals throughout the course, taking an 
entire session for the quiz. At the end 
of the course, there should be a final 
examination which will thoroughly test 
the student’s grasp of the subjects cov- 
ered. To those who successfully pass 
the quizzes and the final examination, 
and whose attendance has been satis- 
factory, a diploma should be awarded. 

Such a course can follow rather closely 
the chapter headings and general ar- 
rangement of the text used, making such 
departures therefrom as seem to be de- 
sirable. The text material should be 
supplemented by lectures on the com- 
pany organization and the functions and 
activities of the various departments of 
the company so that the theoretical prin- 
ciples will be definitely tied in with the 
practical problems of company operation. 
Thus, the student, in addition to acquir- 
ing a general insurance background, will 
also find out where the work of his par- 
ticular department fits into the plan. 

A course of this nature can be fur- 
ther expanded into a two or three year 
program, taking up in subsequent years 
a study of the forms and provisions of 
the policies issued by the company, a 
study of the legal aspects of insurance, 
business correspondence, the handling of 
claims, etc. Satisfactory completion of 
the preliminary course should be a pre- 
requisite for entrance into the advanced 
courses. 





Developing Metropolitan Field 


(Continued from Page 10) 


tical in thought, colorful in action, wise 
in decision. Are so many qualifications 
ever found in one man? Rarely—but the 
operator must supplement his own ef- 
forts and complement himself by assist- 
ants who bring to the agency ability 
along special lines wherein, perhaps, the 
operator is weak. 


——9 


In training the operator, experience is 
still the great teacher. Supervisory work 
in a successful metropolitan agency, dur- 
ing which there is frequent and close 
home office contact, followed by a short, 
intensive period of special advanced 
study under the Sales Research Bureau 
or the company’s agency department 
staff, gives important ground work. A 
great deal of the training must be ac- 
complished by the contacts of the officer 
in charge after the operator has com- 
menced to function. This is particularly 
true insofar as the business management 
of an agency is concerned. At probably 
no other point have so many metropoli- 
tan agencies gone “on the rocks” than 
in the proper control and distribution of 
agency expenses. Too frequently the new 
agency operator lacks experience in busi- 
ness management and, unless controlled 
and advised by his agency officer, he 
entirely overlooks and ignores sound eco- 
nomic principles in the financial man- 
agement of his operation. His enthu- 
siasm and desire to grow often lead to 
financial pitfalls. He pays frightfully for 
lack of experience and guidance in prop- 
erly budgeting the finances of his agency 
and fails to understand or appreciate the 
necessity for complete mastery of the all- 
important subject of costs, profits and 
budgetary control. These can and must 
be taught by his agency officer. particu- 
larly if his previous experience has been 
largely in sales, not management, chan- 
nels. 


Frequently the question is discussed, 
should a very large producer be kept by 
a medium or average sized agency. Such 
a man is usually able and temperamental; 
he is upsetting to routine and practices; 
he alternately is an aid and a detriment 
to agency morale; he needs much “nurs- 
ing” and nlenty of attention. But he 
produces the business—and unquestion- 
ably, if handled, is much more of an 
asset than a liability to his agency. 


Within a managerial staff, the success- 


ful metropolitan operators are the prima 
donnas; they must be “handled” more 
carefully, more frequently and with the 
belief that such treatment is fairly war- 
ranted by their production contribution. 
No more enthusiastic or intelligent serv- 
ice for the company is performed than 
that of the highly successful operators 
of metropolitan units. They are an asset 
to the agency department and _ their 
brother-operators throughout the coun- 
try. By their everyday performance they 
tremendously assist the company in re- 
ceiving in important centers increasingly 
favorable consumer consideration—the 
first objective in metropolitan develop- 
ment. Certainly they at times are prob- 
lems and their problems are troublesome. 
But they have tremendous value to the 
company that can keep pace with or 
slightly ahead of them. 


Just a word on financing, in closing. 
If the operator is sound, skillful and 
efficient, financing is not a problem if 
only a modest growth is expected. True, 
from scratch, an expense investment 
must be made, since the usual company 
contribution based on performance will 
be quite inadequate in the early years. 
Whether or not a company finances, it is 
true that financing must be done by 
someone if rapid development is desired. 
It is difficult to discuss this subject in 
the abstract, since the type of operation, 
branch office or general agency, the ques- 
tion of multiple agencies, vested inter- 
ests, time contracts, etc., affect so large- 
ly what the company can or should do 
to assist in financing. 

Generally speaking, if financing will 
become a necessary act of co-operation 
on the part of the company, it is prefer- 
able to finance too soon rather than too 
late. Moreover, such a program is usual- 
ly less expensive and safer for all par- 
ties concerned. It is also quite possible 
that many of us in agency work have 
had considerable and varied experiences 
in financing, so let me conclude with a 
repetition of this thought: sound and 
profitable metrovolitan development may 
be secured by following a definite plan to 
win favorable consumer and competitive 
consiceration for any company with a 
modern agency and home office program, 
an ambitious management with stick-to- 
it-iveness plus an able agency operator 
who will follow through. 
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Judge Elliott Reviews Legal Decisions 


In his informative address before the 
Legal Section of the convention Judge 
Byron K. Elliott, manager and general 
counsel of the American Life Convention, 
reviewed some of the most important life 
insurance decisions in cases that the 
“Legal Bulletin” had published during 
He pointed out that 
cases contain 


the current year. 
most of these 
of legal points in addition to those he 
referred to in his address. 

The following were some of the de- 
cisions Judge Elliott cited: 


decisions 


Taxation 


The Act of Congress providing for the 
taxation by states of national banks and 
similar taxation of moneyed capital in 
competition with such banks raises a 
question which is sufficiently close to 
interest life insurance companies when- 
ever the validity of a relevant state stat- 
ute is considered. 

In the state of Washington a statute 
sought to tax each national bank and 
financial corporation doing business in 
Washington 5% of its net income each 


year. In Aberdeen Savings and Loan 
Association et al. vs. Chase et al. (22 
A. L. C. Bulletin 117), the Supreme 


Court held such a tax to be a tax upon 
property, contrary to the Fourteenth 
Amendment to the United States Con- 
stitution, and void, among other reasons, 
as taxing the proceeds of tax exempt 
securities. A strong dissent held it a 
franchise or privilege tax and, on that 
basis, valid. 

In Utah Mortgage Loan Corporation 
vs. Gillis, Attorney General and Union 
Central Life Insurance Co. vs. Gillis (23 
A. L. C. Bulletin 99, 100), the Supreme 
Court of Idaho held void as unconstitu- 
tional an act taxing “according to the 
ratio that its investments and loans in 
the state of Idaho bear to the total loans 
and investments” the shares of certain 
organizations and capital in competition 
with national banks. 

It may be well to note here that an 
amendment to United States Revised 
Statutes, Section 5219, clarifying the sit- 
uation will be offered to the next Con- 
gress. The pertinent part of this amend- 
ment is as follows: 


“Paragraph 5. * * * Nothing in this 
section shall be deemed to include 
insurance, mining or public service 
corporations, or the taxes upon the 
assets or shares of such corpora- 
tions in determining the measure or 
rate of taxation upon national bank- 
ing associations or the shares or 
dividends thereof.” 


Deduction of premiums paid on life 
insurance policies from an individual’s in- 
come tax cannot be effected by an ar- 
rangement in the nature of a funded 
trust, where the individual gives his note 
for a certain amount and pledges securi- 
ties therewith of sufficient yield to pay 
the premiums. In Pillsbury vs. Commis- 
sioner of Internal Revenue (23 A. L. C. 
Bulletin 94), the United States Board 
of Tax Appeals found that the individ- 
ual was attempting to evade payment of 
income tax on the income from the se- 
curities so pledged, and held the facts 
that he received no personal benefit 
therefrom and that the trust was com- 
plete and irrevocable did not serve to 
avoid the tax. 

Closing agreements entered into by the 
taxpayer and the Collector of Internal 
Revenue, under Section 1106(b)* of the 
Revenue Act of 1926 were held to be 
binding although covering taxes paid 
under a provision of Section 245(a) (2) 
of the Revenue Act of 1921, abating the 
4% deduction allowed on reserves by the 
amount of interest received from tax free 
securities, and declared unconstitutional 


Cites Some of Most Important Cases Published in Legal 
Bulletin During Current Year; Subjects Include Taxation, 
Disability, Aviation, Suicide, Workmen’s Compensation, 
Change in Condition Between Date of Application and 


Delivery, Ete. 


in the case of National Life Insurance 
Co. vs. United States (1928), 277 U. S. 
508. 

In Aetna Life Insurance Co. vs. Eaton, 
Collector, etc., (1930), —— —— (23 A. 
L. C. Bulletin 88), the United States Cir- 
cuit Court of Appeals held closing agree- 
ment to be a defense to an action for 
recovery of the taxes paid. The tax- 
payer had signed the agreement upon 
the assumption that the section of the 
Revenue Act considered in the National 
Life case was valid and constitutional 
and claimed. inter alia, that the instant 
suit involved a situation not within the 
contemplation of the parties at the time 
the closing agreement was executed, and 
therefore not barred by the agreement 
or Act under which it was made. The 
court said: 


“The logic of such a construction 
of Section 1106 (b), as appellant 
seeks, would destroy its object, for 
everything would be left open that 
was not specified or was not at least 
within the minds of the parties when 
the closing agreement was made. 

“But the section in terms covers 
everything except fraud and can 
have little use if it permits new 
questions to be raised after a closing 
agreement is executed. The agree- 
ment was made pursuant to the 
statute and is bound to be given the 
effect therein prescribed. Section 
1106 (b) excludes mistakes of fact 
(and a fortiori mistakes of law) as 
grounds for rescission. Only fraud, 
malfeasance or misrepresentation 
are mentioned as a basis for attack- 
ing the assessment and none of these 
is alleged to have existed.” 


Companies situated similarly to the 
taxpayer in this case have, in the ab- 
sence of fraud, malfeasance or misrepre- 
sentation, only Congress to look to for 
relief. To correct an injustice, if one 
exists, an act might be procured to au- 
thorize maintenance of the required ac- 
tion and removal of the defense afforded 
in such cases by closing agreements; 
otherwise the popularity, if any, of such 
agreements will suffer a distinct setback. 

For income tax determination. reserves 
maintained on account of dividends de- 
clared by a mutual company but left 
with the company to.accumulate, were 
held not to be “reserve funds required 
by law” within the meaning of the Rev- 
enue Acts. Midland Mutual Life Insur- 
ance Co. vs..Commissioner U. S. B. T. 
A., April 29, 1930.. A similar result was 
reached in the same case as to reserves 
held for premiums discounted and paid in 
advance. A dictum of the Board rec- 
ognizes the dividends declared and un- 
paid as a liability, and they are presum- 
ablv subiect to deduction as such. 

The Board distinguished the facts in 


_this case from those in two premium 


reduction coupon cases, Standard Life 
Insurance Co. vs. Commissioner, 13 B. 
T. A. 13, and Reserve Loan Life Insur- 
ance Co. vs. Commissioner, 18 B. T. A. 
359, stating: 

“There, guaranteed premium re- 
duction coupons were attached to 
the policies which entitled the pol- 
icyholder to a credit of a definite 
amount on a fixed future date, and 
we held that they were policy obli- 
gations and that the reserves main- 
tained on account thereof were re- 
serve funds required by law. In the 
instant case no obligation arises 
until the dividend is declared and 


credited to the policyholder, when it 

becomes a liability.” 

A recent Kentucky case allows the de- 
duction of municipal taxes paid by a for- 
eign corporation from the total tax due 
the state by such corporation, and holds 
that retaliation is not the requirement of 
a tax for a tax but rather amount for 
amount, regardless of whether the state 
or its municipal subdivisions collect it. 

Total and Permanent Disability 


Under this title thirty-four cases were 
decided during the year and digested in 
the “Legal Bulletin.” Some of the more 
interesting of these follow. 

In Couper vs. Metropolitan Life Insur- 
ance Co., 230 N. W. 929, the Michigan 
Supreme Court held that overpayment 
did not waive policy provision which 
limited recovery to six months preced- 
ing claim. A mistake in the home office 
resulted in claimant receiving disability 
payments of $50 per month for twenty- 
one months instead of the seven months 
due him under the limitation. It is in- 
teresting to note that the overpayment 
covered the period prior to commence- 
ment of insured’s disability. 

An interesting situation was brought 
before the Supreme Court of Missis- 
sippi in the case of Rosso vs. New York 
Life Insurance Co., 128 Sou. 343. In- 
surer had issued a policy for $10,000 upon 
deceased’s life, which policy also pro- 
vided for the payment of $100 a month 
during any period of total and perma- 
nent disablement and the waiver of pre- 


‘miums. Plaintiff in this suit, the bene- 


ficiary under the policy, had previously 
received a judgment for the $10,000 face 
value. She now brings suit for $1,000 
disability benefits and $488.20 premiums 
paid during the last ten months of de- 
ceased’s life, during which time he was 
totally disabled. Insured pleads the first 
judgment as a defense and claims the 
issues in the second suit are res judi- 
cata. The court held for the beneficiary 
and stated that the policy constitutes two 
separate contracts, one of which does not 
depend upon the existence of the other. 

In Troupe vs. Benefit Association of 
Railway Employes, 231 N. W. 529. the in- 
sured, while hunting, stepped into an 
unseen hole filled with water. After 
wringing the water from his clothes, he 
continued hunting during the day until 
he took chills which later developed into 
pneumonia and finally active tuberculo- 
sis. The Supreme Court of South Da- 
kota concedes that his stepping into the 
water hole was an accident, but holds 
that his failure to return to town for 
dry clothing was the independent. inter- 
vening and avoidable cause, materially 
contributing to the ultimate injury, and 
denied recovery of disability benefits 
under his policy which covered injuries 
caused solely. and independent of all 
other causes, by external, violent and ac- 
cidental means. A dissenting opinion 
holds that insured’s right of recovery 
could not be defeated by his negligence, 
if his illness was the direct result of the 
accident. 

Aviation 

To meet the situation which arose 
from the fact that data on air flight was 
insufficient to provide an accurate table 
of experience, and the instances when 
applicant was either a pilot or an ex- 
tensive flyer but did not wish to pay 
any additional rating, many companies 
turned to a clause or rider which sought 
to exclude death from flight in aircraft. 
The Superintendent of Insurance of 


New York disapproved use of a rider 
reading as follows: 


“Death as a result of service, travel 
or flight in any species of aircraft, 
except as a fare-paying passenger, is 
a risk not assumed under this pol- 
icy; but if the insured shall die as 
a result, directly or indirectly, of 
such service, travel or flight, the 
company will pay to the beneficiary 
the reserve on this policy.” 


The Court of Appeals in Metropolitan 
Life Insurance Company vs. Conway, 
169 N. E. 642, took the opposite view and 
held that such a rider or provision was 
not inconsistent with the New York in- 
surance law making the policy incontest- 
able after it has been in force during 
the lifetime of the insured for a period 
of two years from its date of issue, ex- 
cept for non-payment of premiums, etc. 
The court said, referring to this section 
of the insurance law that it— 


“is not a mandate as to coverage 
and definition of the hazards to be 
borne by the insurer. It means only 
this, that within the limits. of the 
coverage the policy shall stand un- 
affected by any defense that it was 
invalid at its inception, or thereafter 
became invalid by reason of a con- 
dition broken.” 

Since the decision of this case, riders 
or clauses in substitution. similar to the 
one here involved, have been submitted 
to all of the State Departments with the 
‘result that they have been disapproved 
in only nine states, and there frequently 
upon the grounds that they are in con- 
flict with state statutes prohibiting set- 
tlement at maturity for less than face 
value. a result with which few of us 
would agree. 

The clause “engaged in aviation or sub- 
marine operations. or in military or naval 
service in time of war” was considered 
in Price vs. Prudential Life Insurance 
Co., 124 So. 817. The court held that 
the phrase “in time of war” did not mod- 
ify “Aviation or submarine operations.” 
It was further held that “engaged in avi- 
ation operations” means taking part in 
the operations of an airplane in some 
direct way, other than merely partici- 
pating in aeronautics by being in an air- 
nlane when it is in the air. The insured, 
being apparently only a passenger in an 
airplane at the time of the fatal acci- 
dent, was allowed to recover under the 
policy. 





Surrender By Assignee 
(Continued from Page 15) 


not make claims to the fund. Even 
where claims are made by all of those 
who might desire to assert their claims, 
the insurer may be unable to show 4a 
color of right in each person having a 
possible claim, and yet. if he is very 
cautious, he may be unwilling to pay the 
money over to the person whom he be- 
lieves to be entitled thereto. 

In a case where one ought to be able 
to name the right party to receive the 
money, an insurance company might hes- 
itate to require parties to litigate a right 
which should not be in doubt. 

There may be several parties. each of 
whom is entitled to portions of the same 
fund. An assignment of a policy to an 
assignee, as his interests may appear, 
gives notice to the company that the 
assignee has only a limited interest 
thé policy, and if the insurance com- 
pany pays to such person the entire 
amount payable upon a surrender of the 
policy, it might be held that it paid the 
same at its peril, and it might be said 
that it is its duty to ascertain the ex 
tent of the interest of the assignee. 
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L. R. Young Reviews Investment 


Policies Of Canadian Companies 


Canada Life Official Says Canadian Companies Would Wel- 
come Understanding So That Their Government Securi- 
ties Might Be Freely Accepted for Deposit Against 


Their Reserve Across the Border-Line 


A thorough review of the life insur- 
ance investment policies of Canadian 
companies was given by L. R. Young, 
assistant general manager of the Canada 
Life, in his address before the Con- 
vention. Canadian investments have cre- 
ated more public interest during the last 
year than for the previous decade. Mr. 
Young says that Canadian companies 
would welcome a mutual understanding 
between their Federal and our state in- 
surance departments where the securities 
of the governments of his country might 
be freely accepted for deposit aaginst 
their reserves across the border-line. 

Mr. Young’s remarks, in part, were as 
follows: 

To set forth the actual investment pol- 
icy of Canadian companies, it is neces- 
sary to give a brief survey of the chief 
provisions of the Dominion Insurance 
Act of 1927, including amendment to 
date. Our companies are large holders 
of government and municipal securities 
and are permitted to buy any obligations 
of, or guaranteed by, the Dominion of 
Canada, the provinces of Canada, the 
government of the United Kingdom of 
Great Britain and Ireland, the govern- 
ment of any colony of the United King- 
dom or of any foreign country, or the 
government of any state forming a por- 
tion of a foreign country. Obligations 
of municipalities or school corporations 
in Canada or elsewhere when the com- 
pany is carrying on business or obliga- 
tions guaranteed by a municipal corpo- 
ration in Canada or secured by rates 
or taxes levied under the authority of 
the government of any province of Can- 
ada on property situated in such prov- 
ince and collectible by the municipalities. 


Industrial or Corporation Bonds 


Canadian companies are allowed to in- 
vest in such issues as are secured by a 
mortgage to trustees upon real estate 
and other assets. 

The debenture or other evidence of 
indebtedness of any company which has 
paid regular dividends on its preferred 
or common stocks for a term of at least 
five years immediately preceding the 
date of investment. 

Preferred stocks of companies that 
have paid regular dividends upon such 
stocks or upon their common stocks, 
where at least five years precede the 
date of purchase, are permitted by the 
Canadian government. In addition, the 
preferred stocks of any company which 
are guaranteed by a company whose own 
preferred stock would be legal are also 
acceptable, provided that the total 
amount of stock so guaranteed is not 
greater than one-half of the amount of 
preferred or common stocks, as the case 
may be, of the guaranteeing company. 

Common stocks of any company upon 
which regular dividends of at least 4% 
per annum, or, in the case of common 
Stocks of no par value, of at least $4 


per share per annum, have been paid. 


for a period of seven years preceding 
the purchase of such stocks, are legal 
investments with certain restrictions as 
to the amount of any one issue that can 
be bought and with the exclusion of the 
company’s own shares or the shares of 
any other life insurance company. There 
are other provisions under this invest- 


ment section of our Act, one of which 
provides that if the company pays divi- 
dends of not less than $500,000 in a year 
the payment of such dividends shall be 
deemed to be, for the purposes of the 
Act, equivalent to the payment of a divi- 
dend of 4% for the said year. 


Mortgages 


Turning to the section of the Act 
dealing with mortgages, it is stated that 
Canadian companies may invest in 
ground rents or mortgages on real es- 
tate in Canada or elsewhere where the 
company is carrying on its business pro- 
vided that not more than 60% is loaned 
on such property. 

Loans on policy contracts themselves 
are, of course, included as well as real 
estate for the company’s own need. 

Certain other sections of the Act at- 
tempt to deal with legality of securities 
of companies which have been reorgan- 
ized within the five year period, which 
it is mecessary to have prior to pur- 
chase. The object of these sections is 
to permit investment in the securities 
of companies whose values have not been 
impaired through such reorganization. 
This section of the Canadian Act pre- 
sents many difficulties in interpretation, 
but an understanding has been reached 
with the Superintendent of Insurance of 
Canada for new legislation to clarify this 
situation. 

In addition to being governed by the 
laws of Canada, the business of Canadian 
companies outside of Canada is regulated 
by the laws of other countries, and this 
need not be enlarged upon here as they 


are those applicable to American do- , 


mestic companies. Here again it might 
be noted, however, that the new Wales- 
Merriam law in New York state is not 
altogether clear to Canadian companies 
on the question of reorganization. It 
is not certain whether the provision de- 
manding 4% of earnings on total capital 
stocks could be applied in some cases 
to the company before its reorganization 
where such reorganization took place 
within the necessary five year period. 

We Canadian companies would wel- 
come a mutual understanding between 
our Federal and your state insurance 
departments where the securities of the 


governments of our country might be 
freely accepted for deposit against our 
reserves across the border-line of our 
countries, 

Investments of Canadian Companies 

The discussion under this section will 
be based on two charts which have been 
used for a paper on investments recent- 
ly submitted at the annual meeting of 
the Canadian Life Insurance Officers’ 
Association. Chart No. 1 gives the to- 
tal amount of the assets of all the Can- 
adian life insurance companies at the 
end of each year from 1907 to 1929 di- 
vided into the principal classes. Chart 
No. 2 gives the same information on a 
percentage basis. The tremendous in- 
crease in the actual amount of invest- 
ments can be seen from Chart No. 1, 
whereas the change in the proportion of 
money invested in the different classes 
of securities can be observed from Chart 
No. 2 

On referring to Chart No. 2, it will be 
seen that ‘the investment policy of the 
Canadian companies was _ radically 
changed during the period of the Great 
War, when they were, for patriotic rea- 
sons, investing largely in Canadian Gov- 
ernment loans. During the last ten years 
this trend has been reversed although 
the total holdings even now of Canadian 
Government loans represent a much 
larger percentage of the total assets of 
the companies than they did prior to 
the commencement of the war. 

Municipal bonds have always been fa- 
vored as good investments. Municipali- 
ties are carefully selected with due re- 
gard to the assessment, debenture debt, 
sinking fund, taxes and tax arrears, the 
excess of income over expenditures, and 


the surplus or deficit from municipal 
utility operations. 

Miscellaneous bonds, which include all 
the public utility and industrial corpora- 
tion bonds, receive a considerable pro- 
portion of the attention of investment 
officers of the various companies. The 
total investment in these classes of se- 
curities has shown a slight increase, 
when considered as a percentage of the 
total investments, and the increase would 
have been considerably larger if it were 
not for the preference of one large com- 
pany for stocks, which has off-set the 
fact that most other companies have 
been paying particular attention to cor- 
poration fixed interest obligations. 

In dealing with mortgage investments 
of Canadian life companies, I would like 
to stress the change that has taken place 
during the after-war period of depres- 
sion in agriculture in its relation to our 
comparatively new problem of dealing 
with foreclosed farms. 

We, in Canada, have had the good 
fortune that inflation of farm land values 
has not gone to extremes. In conse- 
quence, our foreclosed farms, while both- 
ersome to us, have been sold on a long- 
term basis at prices that promise to pay 
out. 

I am sure that all of our companies 
investing in farm loans have long since 
realized that sales of foreclosed farms 
must be in proper relation to the earning 
power of the farm if we wish to be out 
of the real estate business, 

Adversity in this respect has taught 
us in Canada that sales of foreclosed 
lands to new settlers without proper 
guidance and supervision is extremely 
hazardous. 





R. B. Cousins, Jr., Cites Essential 


Qualifications 


Of Commissioners 


President of San Jacinto Life and Former Texas Commissioner 
Tells Legal Section Department Heads Must Never 
Take an Individual Viewpoint 


R. B. Cousins, Jr., president of the 
San Jacinto Life of Beaumont, Texas, 
and former insurance commissioner of 
that state, gave the members of the Le- 
gal Section of the Convention on Tues- 
day some of his reactions gained from 
the experiences of a lawyer, insurance 
commissioner and company executive. 





Blank & Stoller 
THOS. I. PARKINSON 


JAMES V. BARRY 


Speaking upon some of the duties of 
state insurance department heads, Mr. 
Cousins said in part: 


What of the insurance commissioner? 
His viewpoint must never be individual. 
His course of action must never be in- 
fluenced by expedients. He can have 
no personal interest toe sub-serve. He 
has no client. His board of directors 
is the whole people, which includes as 
well those of the insurance fraternity 
as others. He is responsible to them, 
and that responsibility is the more real 
because it is more intangible and re- 
mote. To him fundamentals mean most. 
Establishment of right principles is es- 
sential. His touchstone is the law, stat- 
utory or court made, and when he loses 
this touch he is miserably lost. No man 
can stand so firmly as he when he fol- 
lows the truth, nor be so unstable as he 
if he steps aside. : 

To view all questions dispassionately, 
disinterestedly and judicially and yet to 
perform adequately also executive or ad- 
ministrative duties is all but a superhu- 
man task. And if in the discharge of 
his duties and in making his decisions 
he may seem to favor the public as 
against the companies, let it be recalled 
that in the presence of most-of those de- 
cisions the public must be inarticulate. 
They would have no representative who 
could test the righteousness of their 
cause in the court house, and if he has 
made a mistake as against public inter- 
est there is no redress; whereas if he 
err in favor of the public cause, ke can 
quickly be hailed into court by the one 
company or the many companies that are 
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AN UNUSUAL OPPORTUNITY 


In an unusual growing general agency of acknowledged merit which 
is accomplishing results, there is an unusual opportunity for a man to 
become general production manager of full time men. 


This Agency will continue to grow, even if it does not get as able a 
man as it now feels it needs. It is ambitious to grow more rapidly, which 
is the reason for this opportunity. New York City experience is preferable, 
but not essential. College education also preferred but not necessary. 


Requirements for this position include: 
(1) Past performance of at least reasonable personal production. 


(2) Past performance in inducting and developing new full time 
men who have become reasonably successful. 


(3) Ability to demonstrate salesmanship in the “other man’s” office by 
“closing” difficult cases for new men. 


(4) Ability and disposition to “get along” with people, and to bind 
men to the agency by ties of loyalty and friendship. 


(5) A tremendous industry, capacity for long hours, dependableness, 
initiative to make plans and responsibility to execute them. 


(6) Character, integrity and financial stability. (No capital required.) 


Compensation will be made agreeable to a man whose earnings have 
been substantial, on a salary and contingency basis. Inasmuch as this 
position requires a life underwriter of the above experience and we have 
no desire to disturb present mutually satisfactory connections, it would be 
much better taste to consult your agency principals and obtain their con- 
sent before investigating this matter. Our personnel has been advised of 
this advertisement. 





















Write in strict confidence to Box X, The Eastern Underwriter, 110 
Fulton Street, New York, giving full details as to age, experience in life 
insurance and previous experience, education, clubs and fraternities, past 
and present production and earnings- etc. Interviews will be arranged with 
the more satisfactory applicants. 




















XX XXxXxXxXX5 
































October 4; 1930 


AMERICAN LIFE CONVENTION EDITION — THE EASTERN UNDERWRITER 


Page 25 





affected by his ruling; and the courts can 
set him right. 

The commissioner’s contacts and prob- 
lems are rarely individual, except inso- 
far as individuals may represent groups. 
He must deal with people in groups. 
Problems presented: are group problems. 
Oh, he may have occasion to discipline 
John Doe for violating the agency code, 
or some company officer for an infraction 
of a statute, but rarely only will his de- 
cision in any case affect only the one 
individual apparently involved. He deals 
with the whole people, with companies 
in groups, with agency groups, with leg- 
islatures, with relations between groups 
and this is the glory of the commission- 
er’s office. 

Where Future Commissioners Will 

Come From 

Now just a few more observations. I 
may be wrong, but I am confidently .of 
the opinion that the great commissioners 
of the future will not come from among 
insurance people. Here again the diffi- 
culty is one of viewpoint. A man thor- 
oughly trained to one type of insurance 
cannot easily divest himself of the hab- 
its of thought, and possibly, of the prej- 
udices, acquired in his experience. He 
will find it difficult to believe that his 


own field is not more important than 
other fields and that its problems do not 
demand first attention. The home office 
man will hardly regard the problems in 
the field as significant, while the man 
from the agency ranks is apt to feel that 
the problems to which he has given so 
much time and thought do not by far 
transcend and supersede all others. This 
has been true in my observation. I 
think it must be true until such a man 
has served a time in the office much 
longer than is usually accorded a com- 
missioner nowadays. 

The best training for the office is in 
the office itself. Unfortunately it is not 
afforded in the field most directly af- 
facted by the office. Where then must 
we hope for great commissioners of 
the future and certainly there will be 
many? I point again to the ranks of 
the general practitioner of the law, that 
pestiferous fellow who has played the 
game without rules. He will bring to 
the office no preconceived evaluation of 
the relative importance of problems to 
arise. H will have no prejudices to for- 
get. He must have learned that rights 
must be accorded by public officials to 
all sides, and that knowledge is half his 
battle. 





Large Scale Operations Demand 
Expert Executive Management 


American Management Association Official Says Big Mergers 
Will Likely Come in Life Field But That Bigness Without 
Leadership Won’t Bring Success 


With the future business trend in this 
country distinctly towards large scale 
operations in insurance and industry 
alike the question of sound and capable 
management becomes of prime impor- 
tance, W. J. Donald, managing director 
of the American Management Associa- 
tion of New York, told the Convention 
at its session Thursday morning. The 
success of large scale operations grow- 
ing out of mergers will depend largely 
on the substitution of good management 
for poor management, Mr. Donald said, 
for he does not believe that bigness in 
itself is any guarantee of profitable re- 
turns. 

In the life insurance field Mr. Donald 
finds the. consolidation and expansion 
movement progressing. 

“Already banking interests have 
bought control of life insurance compa- 
mies and have undertaken to co-operate 
actively in the sale of life insurance, or 
at least in stimulating bank customers 
to insure as part of a program of. bol- 
stering their credit status,” said.Mr. Don- 
ald. “There are immense possibilities in 
the way of using influence, on not only 
the purchase .of insurance, but also in 
influencing.the selection of an insurance 
company with which such insurance may 
be placed. 

“The so-called investment trusts, more 
correctly called investment corporations, 
are, in some cases, buying a substantial 
Inferest in both banking and insurance 
companies, as well as other classes of 
Corporations. What possibilities there 
May ultimately lie in these alliances, it is 
too early to predict, though one may 
Suess that whatever financial and execu- 
tive influences may lie within such alli- 
ances will not be unused. 


High Priced Executives Needed 


“The merger of insurance companies, 
as, to be sure, not proceeded at the 
Same pace as the merger of banks or 
the establishment of group banking and 
yet many of the same fundamentals un- 
derlie both trends. In this era of busi- 
ness change effective business manage- 
ment demands the highest grade of all- 
round business executive ability and, in 
addition, it demands the use of the spe- 


calized knowledge of particular classes 
of executives. 


th © my mind it is very safe to make 
€ prediction that insurance companies, 


to be successful, will have to operate on 
a scale of operation that will afford high 
salaried investment executives. 

“The second major trend in manage- 
ment is equally important and has to do 
with the problem of organizing the man- 
agement group. The weakness of the 
merger movement usually appears essen- 
tially at the top and is not infrequently 
the result of a vicious compromise in 
regard to executive positions aligned with 
financial control. 

“What is most needed in most large 
scale operations is a clear-cut grouping 
of executive responsibilities and assign- 
ment of those responsibilities in such a 
way that executive positions are filled 
by men with the qualifications required 
of those positions. 

Training of Life Insurance Agents 

“We have come to the conclusion fair- 
ly definitely in the life insurance world 
that the training of life insurance agenis 
is a highly profitable activity. We have 
equally come to the conclusion that the 
responsibility for training agents rests 
with the agency supervisor and not with 
the headquarters office alone. A sales 
training department might provide agen- 
cy managers with better tools of train- 
ing, might discover among the agencv 
managers a variety of the best methods 
of training, might gather from the agents 
the best selling arguments and thus pre- 
pare worthwhile instructional materials, 
but if the problem of training agents is 
to be solved, the job must also be decen- 
tralized and placed in the hands of ev- 
ery agency manager. In other words, 
the sales training problem is every sales 
supervisor’s problem. 

“Tn conclusion, it may be said that the 
management trends of real importance 
are: 

“1. The trend toward large scale oper- 
ations. 

“2. The trend toward setting up an 
organization in terms of jobs to be done 
that require certain qualifications. 

“3. The decentralization of responsi- 
bilities in operating units. 

“4 The setting-up of standards of op- 
eration. 

“5 The establishment of staff depart- 
ments, partly to help establish standards 
of operation and to compare results with 
those standards and, even more impor- 
tant, to help develop executive capaci- 
ties.” 


Manley On 
Executive 
Committee 

Chicago, Oct. 3—Frank P. Manley, 
president of the Indianapolis Life, is the 
new member of the executive committee. 
Many insurance men will visit his com- 
pany in Indianapolis next week in cele- 
bration of its reaching a hundred million 
insurance in force. 





Shoemaker On 
Incontestable 


(Continued from Page 5) 

that period. This is the established rule 
in the states of Arkansas, Kansas, IIli- 
nois, Indiana, Michigan, Missouri, New 
York, North Carolina, North Dakota, 
Oklahoma, Pennsylvania, Tennessee, and 
in the Federal Courts and in the Su- 
preme Court of the United States. 

Opposed to the rule above stated is 
the minority rule announced and firmly 
adhered to by the Supreme Court of 
Minnesota, which stands alone in sup- 
port of the proposition that the death 
of the insured during the contestable 
period fixes the rights of the parties, 
both as to the cause of action and the 





Com. Wysong 
On Public 


Confidence 

Chicago, Oct. 2—Howard P. Dunham, 
insurance commissioner of Connecticut, 
who was originally on the program of 
the American Life Convention, decided 
not to come to Chicago and President 
Wysong of the National Convention of 
Insurance Commissioners, represented 
that body on the program. 

He told of the public confidence in in- 
surance and asked that insurance com- 
panies conduct themselves, in such a 
manner as to warrant a continuance. of 
that confidence. ; 

Rufus C. Dawes told the convention of 
the progress being made by the Chicago 
World’s Fair Association. 








defenses existing at the time of death, 
and suspends the operation of the clause 
so that.as long as a cause of action ex- 
ists against the insurer to recover for 
the loss; the defenses also remain .avail- 
able to the insurer. The rule may be 
considered by many as founded upon 
the better reason, and as being just and 
workable, depending upon the point of 
view. 





tasteful—Limited Payment Life. 


Income. 


Insurance. 


~FOR EVERYONE 


For the man who has a limited sum to spend on Insurance—the most 
benefit and protection for the least money—Endowment at Age 85. 


For the man to whom the idea of paying premiums in old age is dis- 


For the man who wishes to accumulate a fund which will be available 
to him later—A Full Line of Endowments. 


For the business and professional man—Preferred Risk death—Monthly 
For the man with children— Educational Endowments and Juvenile 


For the man who desires Complete Coverage—the policy which fits his needs 
including Double and Triple Indemnity, Weekly Accident Indemnity (non- 
cancellable, non-proratable, and unlimitable), and our total and permanent 
disability provision—all in one policy. 


For the agent who is interested in selling unique and complete coverage—this 
suggestion: Get in touch immediately with 


EUGENE E. REED, Vice-President 


UNITED LIFE AND ACCIDENT INSURANCE COMPANY 
HOME OFFICE: UNITED LIFE BUILDING 
CONCORD, NEW HAMPSHIRE 




















STATE MUTUAL LIFE 


ASSURANCE COMPANY 
OF | 








WORCESTER, MASSACHUSETTS 


Our training course supplemented by the personal super- 
vision of experienced field executives and full coopera- 
tion and counsel from the Home Office is attracting 


men of integrity, ambition and self-confidence. 











INCORPORATED—1844 
Eighty-Six Years of Service 
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Cavanagh Discusses 


Expediting Issuance 
(Continued from Page 12) 


should be started through the routine so 
as to reach the underwriting division 
with the least possible delay. We plan 
to have applications in our underwriting 
division within an hour or two after they 
have been received in the home office. 
provided, of course, the application is 
complete. 

In our life application blanks provision 
is made for making home office correc- 
tions or additions and whenever we re- 
ceive an application which requires cor- 
rections and where we know what the 
correction should be we use this space 
for that purpose, thus making it unnec- 
cessary to return the application to the 
agent for correction or completion. 

Saving Time on Inspections 


In order to save time our local man- 
agers in the various sections where we 
are represented are authorized to order 
inspection reports. This saves the time 
elapsing between the mailing of the ap- 
plication and its receipt in the home of- 
fice, which is naturally an important fac- 
tor, particularly where applications are 
submitted from distant points, and in ad- 
dition saves the time required between 
the mailing of the request for the in- 
spection report and its receipt at the 
local office of the inspection company. 

Where an application is submitted on 
the basis of a medical examination of the 
applicant and for an amount of insurance 
less than $5,000, we do not hold the pol- 
icy for the inspection report and if the 
medical report is clear the application is 
approved uncorditionally and the policy 
issued and mailed to the agent for de- 
livery. 

In all medically-examined cases where 
the amount of insurance is $5,000 or more 
and in all non-medical cases the. appli- 
cation is acted upon immediately upon its 
receipt at the home office and if all of 
the information which we have pertain- 
ing to the applicant is clear the policv 
is issued and mailed to the agent in a 
special sealed envelope marked with a 
code word, which envelope the agent is 
not permitted to open unless and until 
he receives a release from the home of- 
fice. 

Recalling Policies 

By pursuing this method we save the 
time required for mail from the home 
office to reach the agent. Occasionally 
we find it necessary to recall policies 
after they have been mailed to the agent. 
If the policy has been issued condition- 
ally and we decide to recall the policy 


before we have released it, it is a sim-. 


ple matter, but if the policy was issued 
unconditionally and delivered to the ap- 
plicant before. we received the adverse 
information or if it had been issued con- 
ditionally and been released by wire an: 
delivered to the applicant it necessitates 
the agent going to the applicant and de- 
manding the return of the policy. 

We have not found this to be very 
serious, however, because when we re- 
ceive unfavorable information after a 
policy has been delivered we ordinarily 
complete our investigation before mak- 
ing any effort to obtain return of the 
policy. If the information revealed by 
the investigation is such as to definitely 
establish fraud or misrepresentation on 
the part of the applicant we usually have 
no difficulty in convincing the agent that 
he should take up the policy and in a 
very few instances where they have been 
unsuccessful we have succeeded in se- 
curing return of the policy for cancella- 
tion by communicating direct with the 
insured from the home office. 

The many different mechanical devices 
which are available and used by life in- 
surance organizations also are helpful in 
speeding up the issuance of policies. Spe- 
cial printing machines for inserting the 
tables of values in the policies are now 
available and are used advantageously by 
several companies. 


Greetings From Life Presidents Ass'n 
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Friend W. Gleason Urges 
Investment Co-operation 


SEES EXECUTIVES’ OBLIGATION 





Pan-American Life Vice-President Says 
Investment Men Have Opportunity 
to Materially Aid Fieldmen 





Life insurance investment men have 
a golden opportunity in their work to be 
of service not only to the institution 
but to the men in the field, Friend W. 
Gleason, vice-president of the Pan- 
American Life of New Orleans, declared 
in his remarks before the Convention. 
Mr. Gleason sees their power in han- 
dling mortgage loans as an extremely 
important asset. 

The Pan-American Life Vice-Presi- 
dent’s address follows: 

I wonder how many of us investment 
men have ever analyzed ourselves and 
our job. Don’t we surround ourselves 
with that barrier of interest rate, mar- 
gins and amortization and feel that we 
are a little kingdom all our own? What 


do we actually do toward building up 
that great institution that you and 
represent? Oh, yes, we try to invest 
the money safely and get just as much 
interest as we possibly can, but is that 
enough’? Don’t we owe something to 
that army of men and women who tra- 
verse the highways and byways of our 
territory to bring us the money to in- 
vest? Isn’t there something we can do 
to make their lot a little easier, or are 
we content to be the leeches to suck 
the blood of their endeavors? 

No institution, more especially the in- 
stitution of life insurance, can succeed 
without good will, therefore, in the .ad- 
ministration of my department, I like 
to feel that I am a little more than a 
mere money lender. I like to feel that 
through a level investment program and 
an attractive loan plan, I am making 
friends for my company that can be cap- 
italized by our field organization not oniy 
for the direct solicitation of life insur- 
ance but for the influence it will bring 
to them in their community. 

Without attempting to get into a dis- 
cussion of investment policy let me say 
that for twenty years my company has 
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Plans For Future Conventions 


Pittsburgh in 1931 


Chicago, Oct. 3—A motion by H. 
G. Scott, vice-president, Reliance Life, 
Pittsburgh, that the next convention 
of the American Life Convention be 
held in Pittsburgh was referred to 
the executive committee, which passec 
it. . ‘ 

After the Pittsburgh meeting in 
1931 all conventions will be held in 
Chicago. 

The nomination of Colonel C. B. 
Robbins, president, Cedar Rapids Life, 
as president was made by Lee J. 
‘Dougherty, president of the Guaranty 
Life of Davenport. 

There was no opposition to Colonel 
Robbins and he was elected by ac- 
clamation. 











specialized in making loans on owner- 
occupied residences. We will lend only 
to individuals who have sufficient means 
to afford the type of home they offer 
to us as security for the loan and they 
must bear a good debt-paying reputa- 
tion, 
Using Loan Agents 

We are rapidly getting away from the 
practice of buying loans from mortgage 
houses and are instead creating our 
loans through the medium of loan agents 
who represent us exclusively. 

When you purchase your loans from 
mortgage companies the contact with the 
individual is lost, you then become the 
money lender, but when you deal direct- 
ly with the borrower you, to a certain 
extent, become his benefactor. You di- 
rectly have furnished the means whereby 
he can buy the little home that he has 
coveted; you then become a partner 
with him, and you have accomplished 
the thing that all life insurance compa- 
nies strive to do—you have entered the 
home. What more fertile field could 
your life representative enter? You 
have selected for him a home owner 
whose reputation for paying his bills is 
good and he has a debt to take care of. 
Isn’t that the psychological place for 
your life man to appear on the scene? 

Under no circumstances do we permit 
our life men to solicit loans for us. Our 
loans are handled by a separate organi- 
zation and regardless of the amount of 
insurance that might be placed as a re- 
sult of the loans, if a loan isn’t good it 
isn’t made. 

Our loan men are impressed with the 
necessity of co-operating with our life 
men and these loan men are taught to 
sow the seed’ wherever the need for in- 
surance is apparent to them when the 
loan is under consideration, but under 
no circumstances must the life men in- 
terfere with the consummation of the 
loan. 

We will not lend in anv territory where 
we do not have a field representative. 





Am. College Board 


(Continued from Page 6) 


watching developments of the College 
with great interest, especially whether 
men who get degrees will be outstand- 
ing in the production field. Among those 
enthusiastic about the American College 
is Charles W. Gold, retiring president 
American Life Convention. 

There was no talk before the convet- 
tion by representatives of the National 


_Association in regard to the College. It 


was thought that today either Major 
Hull or S. T. Whatley would talk on 
the subject, but later it was decided not 
to have this feature on the program. 
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